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Tue Journal desires to express its 
gratification and thanks to the bankers 
of the country, represented at Chicago, 
for the compliment paid its editor in ac- 
cording him a place on the programme 
and an attentive hearing of his address 
upon the responsibilities of banks in 
sending collection items by circuitous 
routes, delivered at the convention of 
the American Bankers’ Association on 
October 18th. Many kind words of ap- 
proval and congratulation were given at 
the close of the meeting, and the editor 
was especially honored at the conclusion 
of his address by the suggestion of the 
now president of the association, made 
and seconded in open meeting, that he 
be requested to prepare a paper upon 
the laws of the various states relating to 
collections, for delivery at the next con- 
vention. 


Since our last issue the protracted 
period of uncertainty has come to an 
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end, at all events so far as legislative 
action upon the silver question is con- 
cerned. It now remains to be seen 
whether the revival of business predicted 
to follow the repeal of the Sherman law 
will have immediate realization. Already 
there are indications that commercial 
circles need additional assurances upon 
tariff matters, before the partial restora- 
tion of confidence incident to the repeal 
of the silver law will pass into a settled 
conviction that general business can be 
energetically pushed without the uncom- 
fortable dread that a financial volcano 
may burst forth at any hour. While it 
is unusual for the head of an adminis- 
tration to indicate a line of policy ex- 
cept through messages to congress, yet 
the termination of the special session 
will occasion delay before the country 
can be further advised through the reg- 
ular channel mentioned. If ever there 
were a time when a departure from cus- 
tom would be welcome, it is the present. 
The chief executive has in the recent 
senatorial struggle shown great wisdom 
in so steadfastly holding to the course he 
believed to be right and wisest for the 
country. Although the party upon 
whose platform he was elected is com- 
mitted to certain radical changes in the 
tariff, yet it would be a mark of still 
greater statesmanship were the admin- 
istration to declare it good policy to in- 
definitely postpone action upon this 
question. The party in power is by no 
means unanimous as to the changes 
which should be made; and when the 
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testimony of manufacturers hoiding al- 
legiance to the same political faith, as 
reported before the congressional com- 
mittee, has not been enthusiastically fa- 
vorable to a disturbance of the present 
status of tariff matters, it would appear 
prudent and statesmanlike to announce 
that there need be no apprehension 
about tariff legislation until the country 
has had time to wholly recover from the 
disturbances incident to the contest 
which is so fresh in the minds of all,and 
which has involved disaster in so many 
quarters. On the other hand, if there 
be good reason to believe that the silver 
question has only been a minor factor in 
upsetting the business interests of the 
country, and that a modification of the 
tariff is also requisite to restore confid- 
ence, then no time should be lost for 
informing the people to that effect. As 
a matter of fact, this country ought not 
to have been affected so seriously by the 
subjects relative to the Sherman law. 
It was a matter which mainly involved 
our credit and repute withother nations. 
But the moral effect caused by the cur- 
tailment of domestic credits on the part 
of banks needing to prepare for possible 
storms, led to a general scare; there was 
plenty of money in the country, but it 
became non-available; and now that 
repeal has carried the day, there seems 
no longer the same ground for keeping 
the coffers so tightly closed, If it be 
true, however, that a feeling of freedom 
in the conduct of business, cannot be 
wholly restored without the initiation of 
a prompt line of policy on tariff matters 
also, then the worst or the best ought 
to be made known to the country with- 
out another day’s delay. 


THE expose of a fifty thousand dollar 
embezzlement by the correspondence 
clerk of one of the New York banks,one 
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of the essentials to the success of the 
scheme being the fact that the clerk was 
enabled to keep a bank account with 
another New York bank through whom 
his fraud-paper was collected, suggests 
as a pertinent question for considera 
tion, the propriety of a rule by the clear- 
ing house, imposing the duty of notifi- 
cation by any bank who opens an ac- 
count with the known employee of an- 
other bank. The Bedell, Stout and other 
forgery cases in recent years, entailing 
such enormous losses upon banks, were 
all swindles by confidential clerks in 
responsible positions, made successful 
by the ability of the swindler to carry a 
bank account with some financial insti- 
tution, through whose innocent agency 
the frauds were made effective. While 
a man or firm in independent business 
may without suspicion conduct financial 
transactions involving the daily deposit 
and withdrawal of large amounts of 
money, the paid employee of a firm or 
corporation occupies a different status. 
He receives a salary, for which he is 
supposed to give his time and services 
to hisemployer. How can he Jegitimate- 
ly conduct outside operations on a large 
scale? Does not the very fact that he 
is an employee cast suspicion upon his 
dealings, and impose upon his banker 
the moral duty, at least, of inquiry of 
the employer as to the legitimacy of his 
transactions? Bankers are yearly per- 
fecting a system of warning each other 
against sharpers and frauds through the 
mediumship of national, state,and clear- 
ing house associations. Would it not 
be in line of perfection of this system, 
to adopt a clearing house rule of notifi- 
cation, as suggested? 


To what extent trust companies can 
carry on a general banking business, is 
investigated and reported upon by the 
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Attorney General of Minnesota, in an 
opinion of some length,* given with 
reference to the trust company law of 
that state. As the Minnesota law is 
substantially similar to the trust com- 
pany acts of New York and Pennsyl- 
vania, this opinion will make instructive 
reading for bankers and trust company 
officials in the last named states as well. 
The trust companies are shown to have 
some, but not all of the functions, pecu- 
liar to banking institutions. They may 
receive funds on general deposit—as dis- 
tinguished from trust funds—and may 
pay out general deposits upon the 
checks of the depositors, equally as if 
they were banks of deposit. But when 
it comes to the investment of these de- 
posits, the same latitude is not allowed. 

The trust companies have no author- 
ity either to buy or sell exchange, or to 
discount notes, bills of exchange or 
other evidences of debt. ‘‘The only 
use, in the absence of express agreement 
to the contrary, which they can make of 
such deposits, is to invest them in per- 
sonal securities of the character contem- 
plated in the act.”” Neither have they 
power to issue bills or riotes. 

In short, trust companies arenot banks 
of deposit and discount, but so far as 
their general deposits are concerned, 
may be termed banks of deposit and of 
limited and prescribed investment. Fur- 
ther, in the management of trust depo- 
sits, they are trustees merely, and not 
bankers, and are amenable to the rules 
of law governing that relation. 


Tue wholesale arrests of men prom- 
inent in the community, who occupied 
the position of directors in the failed 


Madison Square Bank, forcibly illus 
trates the truth that the man who be- 
comes a director in a financial institution 
by reason of the weight of his name, 
merely, and who does not give to its 
affairs the close and rigorous supervision 
exercised over his own private business, 
takes upon himself many risks, not only 
of financial loss, in case the institution 
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is mismanaged and he is adjudged neg- 
ligent, but of a dishonored name, as 
well, in case the outcome is such 
that he becomes technically amen- 
able to a criminal charge. In line with 
this thought, we quote froma statement 


made by the attorney for the receivers 
of the bank, citing the recently estab- 
lished law of New York governing the 
actions of directors of moneyed institu- 
tions. 

‘* The provisions of law under which 
the directors have been indicted for 
fraudulent insolvency, supply a much 
needed want in criminal jurisprudence 
in this state. A director who loans the 
power of his name and reputation to a 
corporation thereby induces people to 
put their money at the disposal of this 
corporation, and is held to a more Strict 
accountability than heretofore. He can 
no longer loan his name and then go 
about his business ignoring his trust. If 
he does so, he does it at his peril. If, 
in his absence from the board meetings, 
acts are done in violation of iaw, he 
must enter his protest within six months 
thereafter, or he will be deemed to have 
assented to such illegal acts and he will 
be held accountable. 

The law provides that a director of a 
stock corporation is*deemed to have 
such a knowledge of its affairs as to en- 
able him to determine whether any act 
of its directors1s a violation of duty. It 
being his business to know what is donr 
he is charged with knowledge whethes 
he knows it or not, unless he dissente 
from the act within six months.” 

It is not purposed to make any state- 
ment of facts or enter into any discussion 
with regard to the particular acts or 
omissions of the directors ot the Madi- 
son Square Bank. The arrests in that 
case are simply instanced, that the whole 
subject of duty and responsibility may 
be brought to the notice of that 
large bodv of men who exercise direc- 
torial functions, either actively or nom- 
inally, and that each individual director, 
thinking of his own position, may re- 
flect upon what, if any, risks and re- 
sponsibilities he assumes, and govern 
himself accordingly. 
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SILVER AND THE CURRENCY. 


By Prof. J. Laurence Laughlin, University of Chicago. 


Since 1878 the United States has 
presented the spectacle of a nation act- 
ing in defiance of all the sound principles 
of finance, and regardless of the mone- 
tary experience of the world. Following 
the advice of theorists, and eschewing 
the practical lessons of the past, we then 
embarked on an experiment in the use 
of silver at a ratio different from that of 
the market, in an ignorant and fruitless 
attempt to satisfy those who wished to 
maintain the price of silver as well as 
those who were carried away by the fal- 
lacious desire for more money. Bitter 
experience has proved a hard teacher. 
The wrecks of private firms, larger cor- 
porations, banks and manufacturing es- 
tablishments are sad reminders of our 
errors. It is time to bring that wasteful 
experiment with silver to aclose. Work- 
men thrown out ot employment and the 
cessation of business demand immediate 
and drastic action by the legislative 
bodies of congress in the interest of per- 
manent commercial stability. Uncer- 
tainty as to the standard of payment 
must be removed. In business, uncer- 
tainty is destruction, stability is pros- 
perity. When this experiment with our 
standard was begun in 1878, disaster 
was prophesied. Evil results were post- 
poned by temporary makeshifts, such as 
the creation, during the years from 1885 
to 1889 of a vacuum in uur circulation 
of small U.S. notes, into which silver 
money could be interjected. 
shifts are no longer in order. 


But make- 

Common 
sense and facts cry out against further 
dalliance with theories which have been 
disproved. To this end men of all par- 
ties and beliefs should patriotical y 


unite to remove from our statute books 
every trace of pernicious legislation to 
which evil can be traced. When all are 
in danger, all should unite to remove 
the peril. It will be generally admitted 
that our business conditions have been 
in the main sound and healthy; but the 
uncertainty as to our standard, owing 
to the unwise silver legislation, has 
created uncertainty and _ distrust, 
Through this loss of confidence and the 
ensuing hoarding of gold, because the 
country had discredited the silver by re- 
taining the gold, and paying only silver 
for customs, it became less easy for 
banks to grant loans, and liquidation 
was therefore forced upon firms perfect- 
ly solvent, but who could not meet im- 
mediate demands. The country should 
at once be relieved from all dangers due 
to evil legislation. 


SILVER LEGISLATION SINCE 1878, 


The passage of the act of February 
28, 1878, required the coinage of not 
less than $2,000,000 worth of silver dol- 
lars per month, at a ratio to gold of 
15.98 to 1, when the market ratio was 
17.38 to 1. This was not bimetallism; 
for the concurrent circulation of the two 
metals side by side under these condi- 
tions was an evident impossibility. It 
resulted merely in the creation of a 
quasi-subsidiary coinage of larger de- 
nominations than formerly; and it was 
kept at par with gold by methods simi- 
lar to those by which all our subsidiary 
silver was treated, namely, by limitation 
of quantity and by the silver certificates 
being received for customs equally with 
gold, thus forming a system of redemp- 
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tion whereby the surplus of silver circu- 
lation could be returned to the treasury. 
Subsequently, by withdrawing United 
States notes of small denominations, 
lowering the denominations of silver 
certificates, a field was opened for the 
new and larger subsidiary money. 
Under this system the country might 
possibly have continued to absorb the 
monthly coinage of silver for many 
years, maintaining its equality with gold. 
Only the government being permitted 
to coin this silver, the profit arising from 
the difference between the bullion value 
and the face value of the dollar, or 
seigniorage, was covered into the treas- 
ury. To the present time the United 
States has made a profit from the people 
by this operation to the amount of $74,- 
272,700. (Obtain this figure to date 
from Director of Mint, treasury depart- 
ment.) 

The act of 1878 was satisfactory to no 
one, neither to inflationists, to owners 
of silver mines, nor to sound financiers. 
The intricacies of monetary action per- 
mit popular misunderstandings and 
hallucinations to abide for a time until 
exposed by experience; and, as history 
shows, in no other subject are popular 
fallacies so tempting and captivating, 
although always fraught with great 
danger to trade when adopted. By a 
strange kind of mental and moral paral- 
ysis the advocacy and explanation of 
sound principles of money after 1878 
almost entirely ceased. The country lost 
the gains of education by public discus- 
sion and official documents. Giving 


way to the general hallucination which 
swept the country, politicians sacrificed 
their opinions for expediency. The prac- 
tical business men of the country took 


no heed, so long as disaster did not 
come. Consequently the spirit of un 
sound finance ruled supreme, carried 
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away men of high standing and experi- 
ence in finance, and brought about the 
passage of the act of July 14, 1890, 
known as the ‘*‘Sherman act.” This act 
intensified the fatuous policy of the act 
of 1878, It required the purchase of | 
4,500,000 ounces of silver per month, to 
be paid for in ‘‘treasury notes,” which 
were made a general legal tender, but 
redeemable at demand in coin. The 
market ratio of silver to gold was now 
19.16 tor. It was a mere question of 
time how long before the circulation 
would be saturated with this currency 
of a fluctuating value; for between Sep- 
tember and February of this year, the 
value of silver fluctuated fully 26 per 
cent, equaling the sensational perturba- 
tions of 1876. (Obtain this figure to 
date from Director of Mint, treasury de- 
partment.) 

The provision for redemption ‘‘in 
coin,” inasmuch as government pay- 
ments had been regularly made in gold 
funds, threw upon the $100, 000, 000 gold 
reserve, created solely for the redemp- 
tion of the $346,000,0c00 outstanding 
‘*oreenbacks,” the additional burden of 
redemption of the silver money now 
rapidly increasing by over $50,000,000a 
year. The result was inevitable. This 
recklessand unparalleled tampering with 
the standard of commercial transactions 
could not go on long without disaster. 
It was not until the winter of 1891 that 
men awoke out of the lethargy existing 
since 1878. The worst has now come. 

Therefore, in the interest of honest 
money and the stability of trade, the 
immediate and unconditional repeal of 
so much of the act of July 14, 1890, as 
refers to the purchase of silver should 
be made. 


THE FALL IN THE VALUE OF SILVER, 


So far as legislation of the United 
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States was regarded as a means of sup- 
porting the value of silver, it must be 
admitted to be a failure. In February, 
1878, the market ratio was 17.38:1; in 
July, 1890, it was 19.16:1, and since 
then it has fallen to more than 30:1. In 
face of these facts, further attempts of 
this kind are unworthy the common 
sense and dignity of a great nation. 
These facts show better than words the 
impotence of legislation by one state to 
control the value of metal affected by 
the action of the rest of the world. But 
this is low ground—it is high time that 
the principle should be recognized that 
it is not the province of the state to 
bolster up the price of any article. Even 
it our legislation could keep up the value 
of silver, and even if the interests of one 
class of producers could thereby be pro- 
tected, it should be denounced as con- 
trary to all sound principles of free gov- 
ernment. When the price of iron or 


copper rises or falls excessively, the con- 
sequences are left to the laws of trade; 
so it should be with silver under present 


circumstances. These circumstances, 
it should be remarked, are unparalleled 
in the history of the precious metals. 
The recent legislation of Austria-Hun- 
gary, looking to the establishment of a 
gold standard, followed by the closing 
of the Indian mint to silver, marks un- 
mistakably the end of ali attempts by 
Western nations to rehabilitate silver as 
a money of general legal tender quality. 
This is evidenced by the extraordinary 
recent fall in the value of silver to almost 
one half its value in 1878. Already the 
loss to the United States on the purchase 
of silver since 1878, as measured by the 
difference between the purchase price 
and the present market price is no less 
than $134,957,985. (Obtain figures to 
date from Director of Mint.) 

This fall in silver, moreover, without 
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any corresponding fall in the prices of 
commodities and staple goods, makes 
clear what may have been before doubt- 
ful, the departure of silver from a posi- 
tion where it can influence general 
prices. Also, neither 
1890, when silver fluctuated so greatly, 
did prices follow silver. In short, it has 
become evident that the world’s prices 
of today are not quoted in silver,nor are 


in 1876 nor in 


they dependent upon the value of silver 
—a situation which has been brought 
about slowly but steadily in the last 
twenty years. 

In this connection it is noticeable that 
while satisfactory tables of prices cover- 
ing a wide range of articles are regu- 
larly collected in Great Britain and 
Germany, no such tables or prices in the 
United States are obtainable. [t would 
be no small gain to have an official com- 
pilation of prices for this country, and 
an appropriation for this purpose would 
meet with commendation. 


THE SUPPLY OF GOLD. 


Calm reflection upon facts constantly 
overlooked may lead us to believe that 
the consensus of opinion among the 
large commercial states of Europe in 
favor of a staple gold standard is not 
based on flimsy grounds, and that we 
ourselves are in no danger of metallic 
constriction, From 1493-1850, the 
world’s production of silver was $7, 358, - 
of gold $3,314,553,000—or 
more than twice as much silver as gold. 
From 1851-1891 the world’s production 
of silver was $2,967,444,000; of gold, 
$5,072.410,00o—or nearly twice as much 
gold as silver. In the United States 
alone the gold productions has been 


450,000; 


about twice as large as silver: 1792 to 
1891, of silver, $1,073,172,000, and of 
gold, $1,904,881,769. The $5,072, 410,- 
ooo of gold produced in the forty years 





SILVER AND THE CURRENCY. 


has filled the channels 

in Europe and Amer- 
ica and permitted the disuse of silver. 
The resumption of gold payments by the 
United States in 1879, the adoption ef 
the gold standard by Germany, Den- 
mark, Scandinavia, Italy and Austria— 
Hungary, has not required, at the out- 
side, more than $1,000,000,000 or $1,- 
500,000,000; leaving more than $3,000,- 
000,000 for general uses,exclusive of the 
stock existing in 1850, which is about as 
much 


since 1850 
of circulation 


Never before have the 
paper currencies of the world been 
better secured by gold reserves. There 
is in sight today more than $5,000,000, - 
ooo in gold in the reserves of the banks 
of Europe alone. 


more, 


In view of these facts 
it does not seem wise to feel any doubt 
of the ability of the United States, with 
its untold and exportable 
products, to keep intact its small reserve 
of $100,000,000, or double that sum, 
which it should be. 

Nor, in view of these facts, should too 
much weight be assigned to the argu- 
ment that general prices have fallen be- 
cause of the demonetization of silver in 


resources 


1873. The less so, when it is to be re- 
membered that Germany took to herself 
only about $400,000,000 of gold, and 
discarded the same amount of silver. 
In short, apart from the action ot Ger- 
many, silver is now as much used in all 
the other states of Europe as in 1873. If 
the giving up of silver by Germany 
lowered the level of prices for the world 
then the action of this country in buying 
as much silver as Germany discarded 
ought to have restored the former level. 
That it did not, shows how untenable is 
the position that prices have fallen be- 
cause silver was demonetized, or that 
prices can be regulated by legislative 
action in increasing or diminishing either 
gold or silver. In short, prices can 
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never be fixed by the mere quantity of 
metallic money in the country. They 
depend much more or conditions of 
credit and banking. Ifthis is properly 
understood, it will be possible to see 
how debts can be paid without the in- 
fusion of more silver into our currency 
as easily as ever before. The only 
means of paying debts, in fact, are sale- 
able goods, for they can always. be 
changed into a means of payment. 


OUR BANKING SYSTEM, 


It is a truism to state that theamount 
of actual money, metallic or paper, is 
very small at all times compared with 
the countrys commodities which are 
being exchanged. If all goods were to 
be at the same moment offered for 
money, the money would not be enough 
to go around, any more than a million 
of men could all cross a bridge at the 
same moment, although they could all 
cross in a very short time, a few at once. 
In asale of goods a computation in terms 
of money may be made and a check or 
draft drawn for that amount; through 
the agency of banks these drafts are ex- 
changed against each other, rendering 
the actual transfer of money unnecesary 
and enabling goods to be moved rapidly 
and economically The grains, the pro- 
visions, the manufactured goods of the 
country are thus dependent on the bank- 
ing system for their exchange. These 
transactions by which the banks assist 
the community in transferring goods by 
checks and clearing-houses, amount to 
as much as $60,000,000,coo per annum 
This service, by which the banks furnish 
a means of exchange, is of really greater 
importance to trade than the mere quan- 
tity of metallic nioney. These services, 
however, are so constantly and easily 
done day by day, that the public are 
often unaware how intimately the bank- 
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ing system is interwoven with the inter- 
ests of trade and commerce. Only in 
such a time as the present, when the 
paralysis of credit prevents the banks 
from serving the public as usual, is our 
dependence upon agood banking system 
clearly perceived. The most important 
constituent in our system of exchange 
is, therefore, the $2,500,000, 000 of credit 
deposits in our banks, which arise from 
the check and deposit function. This is 
what enables the $60,000,000,000 of 
goods to be exchanged, and shows 
clearly that we are not dependent for a 
medium of exchange merely on the 
quantity of gold and silver in hand. ][t 
also shows, as clearly, the importance to 
the community of a well-regulated bank 
system, and the necessity of great care 
in directing it. It calls for careful and 
intelligent legislation, because it aifects 
every business interest in the country. 


NATIONAL BANK CIRCULATION, 


In the consideration of our currency 
questions, an undue share of attention 
has been given to the silver money and 


little or none to the issues of the nation- 
al banks, which, although not a legal 
tender, have served the purposes of 
money with the greatest perfection. 
Through the speculation and panic of 
1873, and the two decades since, no one 
has ever lost a cent by holding a note 
issued by a national bank in any state 
in the Union. This circulation is equal'y 
good in all parts of the country, its se- 
curity perfect, itsdaily and ultimate re- 
demption assured. If it is deemed wise 
to increase the quantity of money in the 
United States, 1t would be more consist- 
ent with sound principles to legislate for 
the increase of this kind of money rather 
than that based on a depreciating metal 
like silver. We are met by the fact 
that our present heterogeneous currency, 
composed of gold and silver coins, gold 
certificates, silver certificates, treasury 
notes of 1890, United States notes and 
national bank notes, has been created 
by various exigencies, and without com- 
bined or unified action. The national 
banking laws need revision, but this re- 
vision should be undertaken as part of 
a general and consistent revision of our 
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whole currency system. As concerns 
the general banking functions, legisla- 
tion is needed to insure greater care of 
the interests of innocent shareholders 
and depositors by directors of banks, 
perhaps by increasing the liability on 
their own shares; permission to issue 
circulating notes to the amount of 100 
per cent instead of go per cent. of U.S 
bonds deposited; the consideration of a 
suitable security for future circulation; 
or, if the note issues are abandoned, the 
adaptation of legislation to the present 
system so that the banks may go on ex- 
ercising only the*functions of deposit 
and discount, (it being well known that 
the largest city banks do not use their 
present right to issue notes.) 


CURRENCY COMMISSION, 


Believing that a.revision of the bank- 
ing system is imperatively needed, and 
yet seeing that it would be unstatesmau- 
like to try to treat such intricate ques- 
tions hastily or disjointedly; and recog- 
nizing the still greater need of a com- 
prehensive treatment of our different 
kinds of currency, it is urged strongly 
that a non-partisan and expert commis- 
sion, to report upon a plan of revision 
for our currency and banking system, 
with a view to establishing a permanent 
and stable basis for our growing domes- 
tic and international trade should be 
created. Such a commission might do 
a great and lasting service to the coun. 
try. The immediate repeal of the pur- 
chasing clause of the act of July 14, 
1890, would relieve the most pressing 
danger, and after that, care and deliber- 
ation should be taken in determining 
the future monetary policy of the UV. S. 

The exceptional conditions in the sil- 
ver market, and the action of European 
governments since the adjournments of 
the international monetary conference 
at Brussels, would seem to make any 
further negotiations for international bi- 
metallism at present unwise; but it may 
be highly expedient to be assured of the 
future action of the Latin union and 
other silver-using states, in view of our 
large holdings of silver, bought since 
1878. Combined action might save us 
from further loss. 

J. Laurence LAvuGHLin, 
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ACCOUNTANTS’ 


DEPARTMENT. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ons upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 
trust companies, bank: rs, and all others charged with the management of trust property; as well as to ac- 


countants employed to investigate trusts, make reports, and assist in the rendering o 


accounts. 


THE ACCOUNTANT IN THE UNITED STATES. 
“‘Accountants’ Charges.’’* 


This is a practical common sense 
world and the profession of accountancy 
is not burdened with the old fashioned 
fiction of an ‘‘Honorarium.” An ac- 
countant is entitled to have his fee paid 
promptly and in the very best currency. 
The Institute of Chartered Accountants 
of England and Wales have had many 
appeals to prescribe a scale of charges 
for their members, but the council have 
deemed it not advisable to depart from 
the custom prevailing in other learned 
professions, of leaving to each indivi- 
dual member the liberty to charge the 
fee which his skill and _ professional 
reputation can command, 

‘‘Chartered Accountants’ Charges,” 
by Francis W. Pixley, C. A., sets forth 
some very excellent views with a scale 
of fees for different classes of profes- 
sional work, which is divided generally 
into auditing, arbitrations, investiga- 

work, consisting of 
bankruptcy, trustees’ accounts, liquida- 
tions, &c. The scale of charges are 
generally rated at a day of seven hours, 
and the principal’s tee is fixed at from 
$15 to $25 per day, managing clerks at 
from $10 to $15 per day, and other 
clerks from $5 to $10 per day. For ar- 
bitrations, Mr. Pixley wisely declines to 
make or suggest any rate, but leaves 
this interesting point to be settled. by 
the arbitrator untrammeled. Mr, Pix- 


tions and court 


* 2d Article. By Frank Blacklock, Publi Acccountant. 


ley’s book contains many good points, 
and suggests that accountants collect 
one half of their fee in advance and the 
balance before delivering their report, a 
good suggestion, but hardly practicable 
in America. 

In England, the cardinal principle in- 
culcated in clerks is to be contented in 
that station of life in which they are 
called, and chartered accountants retain 
their clerks from one generation to an- 
other; but in these United States the 
entire population goes on the principle 
of the man who had ten pounds given to 
him and who got other ten pounds, for 
the man (clerk or boss) who wraps his 
pound in a napkin is ‘‘not in it” in this 
country, and an accountant’s clerk with 
us has no hesitation in setting up his 
own sign and going for his former em- 
ployer’s customers. 

The American accountant has no spe- 
cial scale of charges, but usually his fee 
will return to him the rate of from $2 to 
$5 per hour. The English system is to 
render an itemized bill and the Amer- 
ican is to give a lump fee for profes- 
sional services. Under either plan, ac- 
countants should by all means uphold 
the dignity of our profession by giving 
full value, pressed down and running 
over, for what they receive, and never 
take money for services unless the re- 
muneration is accompanied by the ut- 
most good feeling of the payor. 
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Partnership Accounting. 


Liability of copartners to complaining partner for ap- 
parent deficiency of assets due to faulty system of 
bookkeeping. 


Jamer v. Jacobs, N. Y. supreme court, general term, 
second depsrtment, July 28, 1893. 


In an action by Jacob Jamer against 
Emma E. Jacobs and Charles H. Jacobs 
to settle the accounts of a partnership, 
the decision of Pratt, J., is as follows: 

Pratt, J. The action is brought to 
settle the accounts of a copartnership, 
and also seeks to charge upon detend- 
ants an apparent deficiency of assets. 
The referee declined to hold either part- 
ner responsible for such deficiency, 
which he found to be rather apparent 
than real, and due to a faulty system of 
bookkeeping, and decided that the plain- 
tiff, who was the liquidating partner, 
was indebted. to the defendants upon a 
settlement of the accounts. 

We have examined the grounds of 
both these results, and find them sus 
tained by the evidence. The appellant 
claims that defendants were especially 
charged with the duty of keeping the 
books, and should be held responsible 
if any assets are missing. We do not 
find them to have assumed such respon- 
sibility. From 1872 to 1874, atthe out- 
set of the business, it seems that defend- 
ants’ representative in the firm did, in 
fact, keep the books; but, as the busi- 
ness grew, his attention was given to 
more active duties, and the accounts 
were kept by various subordinates, at 
least four having been thus employed, 
subject to the orders of all the partners. 
Nor is it clear that, had defendants kept 
the books, they would be held to make 


good any apparent loss. We also find 
that the evidence sustains the finding 
that the books were so kept as truth- 
fully to represent the transactions. The 
failure to keep a ‘‘suspense account” 
during 13 years, though it might well 
at the end of that time result in appar- 
ent deficiency of assets, did not indicate 
any wrongful disposition of the firm 
property, which the referee correctly 
held was not established. The proof 
sustains the report as to the balance 
found owing by the plaintiff. There 
was no dispute that the property was 
divided at the dissolution, $18,854 21 to 
plaintiff, and $14,793.30 to defendants, 
by which plaintiff became chargeable 
with $2,030.45. Nor is there any ques- 
tion that plaintiff, as liquidating part- 
ner, received $45,817.32 cash assets. He 
is given credit for $22,825, paid out in 
settlement of the firm affairs, leaving 
him chargeable with $22,992.32, of 
which one half belonged to defendants. 
He is credited with paying $9,157 95 of 
this amount to defendants. It is not 
suggested that he made any further pay- 
ments, and the balance found against 
him is justified. For a large amount of 
the payments credited to plaintiff no 
vouchers were produced, and it is not 
easy to see how he was entitled to beal- 
lowed for the payments 

The referee was equally indulgent to 
plaintiff in respect to interest. The af- 
fairs were liquidated, and defendants 
should have been paid their shares in 
July, 1886, yet interest was only allowed 
from January, 1887. 

There are no exceptions to evidence 
which have injured plaintiff, and the 
judgment is affirmed, with costs. All 
concur, 













Mr. Chairman and Gentlemen: 

In these days, when cash transactions 
are at a minimum and the bulk of the 
business of the country is settled by 
paper orders or promises, payable by 
debtors to creditors, deposited in and 
collected through banks, it will not be 
amiss to deflect your attention for a few 
brief moments from the absorbing sub- 
ject of a sound currency to the humbler, 
though important topic, of the collection 
of commercial paper by banks, and 
more particularly to that branch of the 
subject which relates to the responsibil- 
ities of banks, holding paper for cullec- 
tion payable at distant places, which 
arises from the mode of its transmission 
to the place of payment, 

Less than 1o per cent. of the total de- 
posits with banks consists of actual coin 
or cash; the balance is made up of checks, 
drafts, and other forms of paper, which 
require the additional labor of present- 
ment and collection from the payors be- 
fore the cash is finally realized—personal 
presentment or through clearing: house, 
when the paper is payable locally; trans- 
mission by mail or express, when pay- 
able ata distance. My theme has to 
do with the last-named class only. 

It is well-known that in the collection 
of distant items the practice of banks is 
not infrequent, instead of mailing direct 
to the locality of the payor, to forward 
the paper to some correspondent at an- 
other point, more or less removed, from 
whence, again, it may either go direct, 
or to a foreign locality, finally reaching 





CIRCUITOUS COLLECTIONS. 


THE RISKS AND RESPONSIBILITIES OF BANKS IN SENDING COL- 
LECTION ITEMS BY CIRCUITOUS ROUTES. 


An Address by Thomas B. Paton, Editor of the BANKING LAW JOURNAL, delivered at the Nineteenth Annual 
Convention of the American Bankers’ Association, Chicago, October 18, 1893. 


its destination many days later than if 
sent direct. This phenomena of erratic 
check movement ranges from a course 
of transit bordering on the direct to one 
that describes every variety of angular 
movement. It is popularly described as 
the ‘‘circuitous” or ‘* roundabout” 
chek collection system; it would be 
more accurately described by the words 
‘*angular” or ‘‘ vibratory.” 

The practice is so familiar to every 
banker that it is unnecessary to illus- 
trate it further. 

I do not propose to discuss the advan- 
tages or disadvantages of the practice of 
sending items by circuitous routes from 
the standpoint of bank economy. 
Whether the interests of the banker are 
best conserved by the roundabout prac- 
tice, which enables him to collect with- 
out charge to his customer or cost to 
himself, other than loss of interest, or 
by a practice of sending direct, with a 
saving of time, labor, postage and station- 
ery, but entailing a fractional per cent. 
payment for collecting, is a considera 
tion that I will leave to bankers them- 
selves. My purpose here is to treat 
merely of the legal aspects of the round- 
about collection system and to endeavor 
to show, in as few words as possible, 
that it is attended with risks and 
dangers, trom a legal standpoint. 

All classes of distant items are daily 
taken over the banker’s counter, pay- 
able both immediately, and at some time 
in the future. The question of delay 


from roundabout methods would seldom 
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arise as to items payable at a fixed future 
date, or paper intended for circulation or 
negotiation before presentment. My re- 
marks will, therefore, be limited to that 
class of items designed for immediate 
presentment and payment, among which 
is included checks and demand or sight 
drafts. 

Confining your attention tor the pres- 
ent, to the collection of distant checks, 
it will be necessary to state what are the 
legal requirements that must be followed 
in respect of their presentment. If the 
banker is himself the owner of the check, 
and his depositor stands in the relation 
of indorser, the rules as to presentment 
must be followed, in order that he may 
have recourse upon the indorser for re- 
imbursement in case of dishonor. If, 


as is more generally the case,the banker 
is agent for collection merely, and his 
depositor is the owner, the law as to 


presentment must equally be followed; 
for the banker’s receipt of the paper for 
collection constitutes an implied con- 
tract that he will take the necessary 
measures to charge the parties contin- 
gently liable, in the event of default in 
payment. What, then, is the law as to 
the presentment of distant checks? 
Neither your time nor patience will per 
mit my giving a detailed statement of 
the decisions upon this question. ButI 
may state as an established proposition 
of law, supported by numerous authori- 
ties, that where the holder receives a 
check payable at a distant place, he is 
required to forward it, by post or ex- 
press, to the place of payment, at latest 
on the next secular day after it is re- 
ceived; and the agent to whom it is thus 
forwarded has until the close of the fol- 
lowing day, in which to present for pay- 
ment. Reduced to figures, the law gives 
one day’s grace at place of receipt, one 
day’s grace at place of payment, plus 
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the actual time of direct transit,in which 
to present the check and hold the in- 
dorsers who are contingently liable. 
Presentment after that period is too late 
to hold indorsers, in the absence of spe- 
cial circumstances of excuse.* 

What sanction, then, do we find in 
this for any circuitous mode of forward- 
ing checks? None whatever. The 
roundabout course of transmission is di- 
rectly contrary to the established rules 
of law, and I desire to especially em- 
phasize the statement that the cases on 
the subject of distant check presentment 
contemplate direct transmission to an 
agent at the place of payment. Some 
of them expressly so state; others in 
figuring the time in which a check must 
be presented, reckon the number of days 
for the mail to carry, between the points 
of transmission and payment. 

These rules of presentment have been 
established with reference to checks. 
Whether the same diligence is required 
in the presentment of bills of exchange, 
is a question upon which the courts dis- 
agree. Some courts hold yes; others, 
no. The weight of judicial opinion is 
probably to the effect that equal dili- 
gence is required in the one case, as in 
the other. 

But you may ask—Conceding the law 
of check presentment to be as stated, 
will not the courts, if shown that it is 
customary in the collection of paper 
through bank channels, to forward ina 
roundabout way through correspond: 
ents, enlarge the time in which present- 
ment can be made to hold indorsers, 
even though it may prolong their liabil- 
ity for a longer period? 

For answer, let me cite you a case 


* Griffin v. Kemp, 46 Ind. 176; Holmes v. Roe, 62 
Mich. 199; Middletown Bank v. Morris, 28 Barb. 6:6; 
Smith v. Janes, 20 Wend. 192. 
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on this very subject, decided less than 
four months ago.* 

In the state of Nebraska the towns of 
Wymore and Courtland are situated 27 
miles apart, but are connected by tele- 
graph, telephone and railroad lines. A 
daily mail leaves Wymore at 6 p.m. and 
arrives at Courtland at 9 p.m. of the 
same day. On a Saturday, at about the 
close ot banking hours, a depositor in a 
bank at Wymore handed in a number of 
checks payable to his order, drawn upon 
a bank at Courtland. The checks were 
credited to the depositor, who was al- 
lowed to draw against them—a transac- 
tion which the court found resulted in 
the bank becoming owner of the checks, 
and the depositor assuming the relation 
of indorser. The Wymore bank, instead 
of mailing these checks direct to Court- 
land, transmitted them to its corres- 
pondent in St. Joseph, Mo. The St. 
Joseph bank in its turn mailed them to 
Omaha, Neb.; and the Omaha bank 
sent the checks by mail to Courtland. 
The result of this roundabout course 
was that the checks reached Courtland 
on the following Thursday after the 
Saturday on which they were deposited 
at Wymore. The checkdrawer had in 
the interim drawn out his funds from 
the Courtland bank, and the checks 
were protested for non-payment. This 


led to a controversy between the Wy- 


more bank and its indorser-depositor as 
to which should bear the loss, The su- 
preme court of Nebraska held that the 
checks were presented too late, that the 
indorser was discharged, and that the 
Wymore bank had no recourse upon 
him. Tuesday, the court said, was the 
latest day on which they could have 
been presented in order to hold the in- 
dorser. 


* First National Bank of Wymore v. Miller, Neb. 
supreme court, June 30, 1893. 
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The Wymore bank raised the very 
point I have suggested, that the round 
about method was proper and justified 
an increase in the time of presentment. 
I will quote you what the court said 
upon that subject: 

‘*The evidence does not establish the 
contention of the Wymore bank that 
these checks were presented for collec- 
tion to the Courtland bank under any 
custom of bankers; and if it did, we do 
not think that bankers, by any custom, can 
evade their legal duties.” 

Here, then, is a positive ruling that 
the roundabout system of check collec- 
tion will not be recognized by the courts 
as extending the time of presentment, 
or in prolongation of the contingent lia- 
bility of parties to the instrument. It is 
probably true that special circumstances 
of excuse might exist in particular cases, 
such, for example, as inability to obtain 
an adequate agent or facilities for col- 
lection at the place of payment in time, 
which might justify some slight devia- 
tion from the hard and fast rule of direct 
transmission, But we are not now deal- 
ing with exceptional cases and what cir- 
cumstances would justify a modification 
of the rule, it is unnecessary for me to 
draw on the imagination to discuss. It 
is very clear from the authorities that 
the rule of direct transmission is firmly 
established as an essential to preserving 
the liability of indorsers of checks and 
will not be lightly modified. 

These being the fixed requirements of 
the law with regard to the time and 
manner of distant check presentment, 
and the courts being manifestly unwill- 
ing to recognize any circuitous mode of 
transmission as reason for their relax- 
ation, it becomes a very important and 
pertinent inquiry whether the banker, 
in his capacity as collecting agent, is 
not taking many risks when he forwards 
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his depositor’s paper, through round- 
about correspondent channels? If by 
this course, it arrives several days later 
than if sent direct, and the drawee has 
defaulted or the drawer has used up the 
fund in the interim between the date of 
possible, and that of actual, present- 
ment, what is there to be found in law 
or custom that will justify the course 
taken, or prevent the depositor from al- 
leging negligence, and recovering any 
actual loss sustained? I do not desire 
to needlessly hold out the red flag of 
danger, nor to magnify the risks as- 
sumed, but the banker is held to ‘‘ due 
diligence” in collecting his depositor’s 
paper, and proven that direct trans. 
mission would have made the amount, 
while the indirect route resulted in loss, 
do not the probabilities point to a find- 
ing of negligence in not adopting the 
most direct course? 

Iam aware that Professor Morse in 
his work on Banking, ($§ 240, 241,) makes 
the assertion that a collecting bank has 
the right to use: its own correspondent 
channels, and that even though by this 
method the check may arrive later than 
if sent in accordance with common law 
requirements of presentment and de- 
prive the depositor of his remedy against 
prior parties, such a ccurse of proceed- 
ing will nevertheless be a sufficient ac- 
quittance of the bank’s duty to its de- 
positor. 

But are bankers safe in accepting this 
assertion, unsupported by authority, as 
law, and making it a guide for their 
procedure? In face of the positive de- 
cisions that it is the collecting bank’s 
duty to take the necessary steps to pre- 
serve the liability of all parties to a 
commercial instrument, and the require- 
ments of law that direct, and not round- 
about, transit is necessary to preserve 
that liability, how can the conclusion be 
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escaped that a more dilatory course is 
‘not ‘‘due diligence?” Every unneces- 
sary link in the chain of progress adds 
delay and increasingly imperils the de- 
positor’s chances of collection or re- 
course; nautically speaking, every un- 
necessary tack in the beat to windward 
retards progress towards the goal. 
Ihave searched in vain for decisions 
that might give positive sanction or 
justification to a collecting bank in for- 
warding by aroundabout way One only 
have I found; a case in the common 
pleas court in New York city (Wynen v. 
Schappert, 6 Daly, 558). That was a case 
of a note payable at Kutztown, Pa., 
which went from New York to Allen- 
town, Pa., thence to Philadelphia, and 
from there pack to Kutztown, although 
Allentown and Kutztown were only 
eighteen miles apart. The court said it 
could not say judicially the bank at Al- 
lentown was bound to send the note di- 
rectly to Kutztown, and that it would 
not infer, in the absence of facts showing 
the course pursued improper, that the 
sending to Philadelphia was an improper 
transmission. But it is to be remarked 
of that case that the note was a time 
note, and it was presented on the day of 
its maturity, notwithstanding it was sent 
by way of Philadelphia. The contro- 
versy in the case was over the question 
whether the notice of dishonor, return- 
ing through the chain of banks, instead 
of direct, reached the New York indor- 
ser in time to hold him, and the court 
held it did. The decision might have 
been different had the instrument been 
a check, payment of which was lost 
through the indirect presentment. As 
an offset to this, we find in the decisions 
of many supreme courts the specific 
statement that it is the collecting bank's 
duty to transmit direct to an agent at the 
place of payment. 
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Says the supreme court of Massa- 
chusetts:* The duty of the collecting 
bank ‘‘is seasonably to transmit the 
paper to a suitable bank or other agent 
at the place of payment.” Likewise the 
supreme court of Missouri (Daly v. But- 
chers’ & Drovers’ Bank, 56 Mo. 94.) The 
contract contemplated is that ‘‘the note 
or draft will be transmitted in the usual 
course of business to a correspondent 
where the payor of the bill or draft resides.” 
Similar utterances have been made by 
the supreme courts of other states, the 
import of the language showing that the 
courts contemplate direct transmission 
to a local correspondent as part of the 
collecting bank’sduty. (Tenn: Bank v. 
Bank, 8 Baxt. 105; Wis.: Stacy v. Dane 
Bank, 12 Wis. 634; lowa: Guelick v. 
Bank, 56 lowa, 434). 

Such being the situation, are collect- 
ing bankers safe in pursuing any other 
than the most direct course of transmis- 
sion of collection items? What author- 





* Fabens v. Mercantile Bank, 23 Pick. 332. 
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ity can be pointed out which holds that, 
without the express assent of a deposi- 
tor, evidenced in pass-book or other- 
wise, a check, delayed and its payment 
defeated by a roundabout course, is 
handled with due diligence and non-re- 
spunsibility of the forwarding bank? 
I have found none and I believe there 
is none. It seems to me, gentlemen, 
in view of the positive requirements 
of law of direct transmission to hold 
indorsers, and the declared duty of 
due diligence on the part of collect- 
ing banks, that no banker is safe or free 
from risk who, in ordinary cases of check 
presentment, instead of mailing direct, 
chooses to forward by a circuitous 
route. If he, himself, is the owner, it 
may result in loss of recourse; if he is 
collecting agent, the judicial finding 
may be negligence and consequent lia- 
bility. From the /ega/ standpoint, direct 
transmission to an agent at the place of 
payment is unquestionably the safest 
and best. Beyond this, gentlemen, I do 
not presume to go. 


TRUST COMPANIES IN MINNESOTA. 


NO AUTHORITY TO CONDUCT A GENERAL 


PANKING BUSINESS, 


An Important Opinion Rendered by H. W. Childs, Attorney-General, to Public Examiner Kenyon. 


Hon. M. D, Kenyon, Public Examiner: 
DeaR SIR:— 

In your letter of earlier date you re- 
quest the opinion of this office touching 
the authority of trust companies organ- 
ized under chapter 107, General Laws, 
1883, to conduct a general banking 
business. 

The law clearly implies that such 


companies may exercise certain author- 
ized functions characteristic of the busi- 
ness of banking. This would seem to 
be the only fair construction to be 
placed upon the terms of section 11 of 
the said act, wherein it is provided that 
no such companies ‘‘shall engage in any 
banking, mercantile, manufacturing or 
other business, except such as is hereby 
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expressly authorized.”’ While it would 
not be accurate to say that the law has 
clothed such companies with general 
banking powers, it would be as great 
an error to deny them authority to en- 
gage in any kind of business commonly 
regarded as peculiar to banking institu- 
tions. By the third subdivision of sec- 
tion 9, it is provided that such companies 
may be authorized ‘‘to take, accept and 
hold on deposit for safe-keeping any 
and all moneys, bonds, stocks and other 
securities or personal property what- 
soever, * * * which * * * any 
private person shall be authorized or re- 
quired by law, or otherwise, to deposit 
in a bank or other safe deposit.” 

By the sixth subdivision of the same 
section, the directors of such company 
are empowered ‘‘to invest all moneys 
received by it on deposit or in trust,” in 
certain prescribed securities. Again, it 
is provided in the first subdivision of 


that section, that ‘‘ no part of its capital, 


accumulations, deposits, trust funds, 
property or securities owned or held by 
such company in trust or otherwise shall 
be invested in real estate, except,” etc. 

These several provisions of law may 
be fairly said to impiy that the said 
companies are authorized to receive de- 
posits of moneys or property to which 
no trust is attached. That they are au- 
thorized to have other property than 
trust funds, is the only rational con- 
struction to be placed upon section 11, 
wherein it is provided that a company 
‘* shall not loan its funds, moneys, cap- 
ital, trust funds or other property” to 
any director, etc. 

If such companies may properly re- 
ceive general deposits, it follows as a 
necessary concomitant that they may 
pay out the same in any manner agreeable 
to the depositor. The terms in which 
he shall frame his orders drawn upon 
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the company are quite immaterial so long 
as they clearly express his purpose. The 
fact that they may be in the form or 
similitude of a bank check does not 
affect the question. While the check 
may have been devised with special ref- 
erence to the needs and advantages of 
the business of banking, if that be a 
fact, it is not, however, an essential 
banking function, It is at best a mere 
device to facilitate the transactions of 
business, and is available to whomsoever 
may desi.e to employ it in whatever 
business 

The powers generally conceded to be 
incidental to a banking business may be 
enumerated as follows: (1) To receive 
deposits; (2) to loan money: (3) to buy 
and sell exchange, coin and bullion; (4) 
to discount bills of exchange, notes, and 
other evidence of debt; (5) to issue 
certificates of deposit; (6) to act as 
agent in financial dealings; (7) to issue 
bills or notes when expressly so author- 
ized, designed to circulate as money. 
(Morse on Banks and Banking, 48-53.) 

It is at once apparent that the trust 
companies of this state have not been 
invested with all the powers above 
enumerated, and are therefore not au- 
thorized to do a banking business with- 
in ithe full and unqualified meaning of 
the terms. They may, as we have seen, 
receive deposits. They may invest the de- 
posits so received in personal securities. 
(Sec. 9, sub. 6.) They are expressly au- 
thorized to loan money and funds (Sec. 
g, sub. 1), and to act as the agent of 
municipal or other corporations, asso- 
ciations and persons (sec. 9, sub. 2), but 
they have no authority either to buy or 
sell exchange, to discount notes, bills 
of exchange, or other evidences of debt, 
or to issue bills or notes. They are not, 
therefore, authorized to do a general 
banking business, At best, they may 
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nly exercise certain functions common 
to that business. 

From what has already been said itis 
obvious that they are not authorized to 
employ moneys deposited with them by 
an individual, although, not of a trust 
character, with the same freedom which 
characterises a bank in the treatment of 
its deposits. The only use, in the ab- 
sence of express agreement to the con- 
trary, which they can make of such de- 
posits, is to invest them in personal 
securities of the character contemplated 
by the act. But the power to make in- 
vestments in personal securities does 
not mean, as already pointed out, the 
power to discount notes or bills of ex- 
Undoubtedly they may pur- 
chase notes secured by mortgage with 
such funds. 

In the general course of the business of 
such corporations they have to deal nec- 
essarily with different classes of prop- 
erty: (1) Their own capital; (2) trust 
Each of 


change. 


estates: (3) general deposits. 
these several classes of property must,in 
my opinion, be handled by the corpora- 
tion separate and apart from the other 


classes. It is foreign to the purpose of 
the act to permit any manner of specu- 
lation, under whatever guise, with the 
funds belonging to the second of the 
above-name classes. Nosuch authority 
can properly be derived from the pro- 
vision which confers upon the directors 
‘discretionary power to investall moneys 
received by it on deposit or in trust.” in 
personal securities. In the investment 
of such moneys the company acts as the 
agent of the owner or cestui gue trust, 
and is entitled to compensation there- 
for. Its action in making such invest- 
ments is subject to the orders or decrees 
of courts, or the directions of the owner 
or cestui gue trust. When investments 
are not made pursuant to special di- 
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rection or the orders of a court, the 
company will be held responsible for 
‘“* the safe keeping of the evidences and 
securities thereof.” These securities 
are undoubtedly the property of the es- 
tate or person whose money was in- 
vested therein. Section 10 places this 
phase of the question beyond doubt. 
Any sum not less than $100 which is 
collected or received by the company as 
trustee, or upon deposit by order of 
court and not required for the purposes 
of such trusts, and which is not to be 
accounted for within one year, is to be 
invested in the securities named in sec- 
tion 4 of the act. Interest and profit 
alike arising from such investments are 
to be accounted for. The funds ot each 
estate are to be treated separate and 
apart from those of any other estates, Jt 
would in my opinion, be a most un- 
warranted breach of trust on the part of 
the company to pursue any other course. 
Nor is it to be overlooked that the com 

pany is at all times subject to the orders 
of the courts. This necessitates the 
course of action above indicated and 
wholly overcomes the contention that 
the funds of any given estate may be 
properly commingled with those of an 

other. It is in the capacity of executor, 
administrator, guardian or other trustee- 
ship, that the company is authorized to 
receive and handle the funds of estates. 

It can plead no immunity from the re- 
sponsibility which attaches to the indi- 
vidual who serves in like capacity. An 
individual who chances to represent sev 

eral estates at the same time might claim 
with no less propriety than atrust com- 
pany, authority to commingle the funds 
of his respective trusts, That the legis- 
lature has evinced a purpose to depart 
from a very salutary rule in favor of this 
class of corporations, 1s, in my view, re- 
pugnant to a proper interpretation of 
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the terms of the act in question. 

It may be added, in support of the 
view that trust companies are authorized 
to receive general deposits, that like 
companies organized in other states 
under statutes with substantially the 
same provisions as our own have for 
many years exercised such powers. This 
is especially characteristic of companies 
incorporated under the laws of New 
York and Pennsylvania. Our statute 
was borrowed, with slight changes from 
the first of the above-named states. A 


TEXT OF THE 


Following is the text of the bill which 
passed the senate, October 3oth, to re- 
peal the purchasing clause of the act of 
July 14, 1890: 

‘*That so much of the act approved 
July 14, 1890, entitled ‘ Anact directing 
the purchase of silver bullion and issue 
of Treasury notes thereon and for other 
purposes,’ as directs the secretary of the 
treasury, to purchase from time to time 
silver bullion to the aggregate amount 
of 4,500,000 ounces, or so much thereof 
as may be offered in each month at the 
market price thereof, not exceeding $1 
for 371 25-100 grains of pure silver, and 
to issue in payment for such purchases 
treasury notes of the United States, be 
and the same is hereby repealed. 

And it is hereby declared to be the 
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construction so long acquiesced in by 
the authorities of these states, while not 
controlling is, of course, entitled to 
great consideration. 

You are, therefore, advised that it is my 
opinion that companies organized under 
chapter 107, General Laws 1883, are not 
authorized to conduct a general banking 
business. I am, very respectfully, 


H. W. CuILps, 


Attorney-General. 
October 13, 1893. 


SILVER BILL. 


policy of the United States to continue 
the use of both gold and silver as stan- 
dard money, and to coin both gold and 
silver into money of equal intrinsic and 
exchangeable value, such quality to be 
secured through international agree- 
ment or by such safeguards of legisla- 
tion as will insure the maintenance of 
the parity in value of the coins of the 
two metals and the equal power of every 
dollar at all times in the markets and in 
the payment of debts. 

And it is hereby further declared that 


the efforts of the government should be 
steadily directed to the establishment of 
such a safe system of bimetallism as will 
maintain at all times the equal power 
of every dollar coined or issued by the 
United States in the markets and in the 
payment of debts.” 


_---22)-<S SNE 





LEGAL DECISIONS. 


CURRENT LEGAL DECISIONS. 


ce S department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case published 


herein, will be furnished on application, 


COLLECTION BY 


INSOLVENT BANK. 


CREDITOR'S INABILITY TO RECOVER PROCEEDS IN FULL AS A TRUST FUND, DECLARED. 


Billingsley v. Pollock, Supreme Court of Mississippi. 


Where a bank collects a note by taking a check on 
itself, of one having a sufficient deposit, and sends a 
draft therefor, which is not paid, by reason of its sus- 
pension, the bank will not be held to be a trustee as to 
the amount collected, but such creditor will stand on 
the same footing as other creditors of the bank. 


Appeal from chancery court, Wash- 
ington county; W. R. Trigg, chancellor. 

Petition by Lizzie A. Billingsley, 
against W. A. Pollock, receiver, to have 
a trust declared. From a decree dis- 
missing the petition, petitioner appeals. 
Affirmed. 

The bank of Greenville collected a 
note sent to it by Lizzie A. Billingsley, 
appellant, for collection, of $1,000, and 
forwarded to her its draft to cover the 
collection on the day the bank suspended 
and was placed in the hands of a receiver. 
The draft was not paid, on account of 
the suspension of the bank, The appel- 
lant filed the petition in the chancery 
court having jurisdiction of the receiver, 
in which she seeks to have the amount 
declared a trust, and to fasten a lien for 
its payment upon the general assets of 
the bank, in the hands of appellee as re- 
ceiver, The appellee pleaded that the 
money collected by the Bank of Green- 


ville for appellant was mingled with the 


general funds of the bank, so as to be 


indistinguishable therefrom, and could 
not be traced into his hands as receiver, 
as part of the assets of said bank; that 
only $368 in cash came into his hands, 
and that there was due $11,000 of such 
collections made by said bank, for which 
no remittance was made, or remittance 
by drafts of said bank which were not 
paid; and that the relations between the 
appellant and the bank were only those 
of debtor and creditor. The plea was 
set down for hearing upon its sufficiency. 
It was held sufficient by thecourt. Ap 
pellant declined to take issue on it, and 
there was a final decree against her dis-- 
missing her petition. 

Campse.l, C.J. In Ryan v. Paine, 66 
Miss. 678, we held that parties who sent 
a claim to a bank ‘‘for collection,” 
which the bank collected by taking the 
check of the debtor on itself, the debtor 
having no money in the bank, but merely 
becoming the bank’s debtor by this over- 
draft, after the insolvency of the bank 
was decared, had the right to treat 
their debtor as still such, and enforce 
their claim to what he owed the bank 
for account of this transaction. Ir Xin- 
ney V. Paine, 68 Miss. 258, we held that 
parties who had sent their claim to aw 
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insolvent bank for collection, and which 
it collected by a check on itself by the 
debtor, who had no funds in bank, could 
follow and reclaim their own in the 
hands of the receiver. We are well 
pleased with these decisions, and re- 
affirm the obvious principle supporting 
them, but are unwilling to establish the 
proposition that a correspondent of a 
bank; whose claim it has collected and 
failed to pay over, has an equitable lien 
on all the assets of the bank, securing 
precedence over all other creditors of 
the bank. Some of the courts so hold, 
but we will not follow their lead to this 
absurd result. It is enough to allow 
the correspondent who sends his claim 
to a bank ‘‘for collection” to pursue 
and reclaim his own, without depriving 
others of their rights. There is no such 
magic in the word ‘‘trust”’ as to con- 
vert all the assets of a bank into a fund 
to secure one who deals with it for con- 
venience of coliecting claims, in prefer- 
ence to others who trust it and deal with 
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it. The maker of the note collected in 
this case was discharged, for she paid it. 
True, she did not have the money 
counted out to her on Evans’ check, as 
we may assume would have been done, 
if required, but that was not necessary. 
Evans had money there, and his check 
was received as money, and his deposit 
was lessened by that much. The trans. 
action was a legitimate one, in the usual 
course of business, and there is no just 
principle on which the appellant can be 
declared entitled to priority over other 
creditors of the insolvent bank. We 
should not be beguiled by the use of 
words, and call one claim a ‘‘ trust,” in 
order to secure it a preference over 
‘*debts.”” Wherever there is atrust, it 
may be enforced as such, but calling one 
sort of claim a trust merely to place it 
on a better footing is not allowable. It 
has been done in some instances, where 
hard cases have made bad prece- 
dents, which we will not follow. Af- 
firmed. 


Pledge of Corporate Stock to Bank. 


Defeat of pledgee’s security by enforcement of pledgor’s claim against corporation. 


An important ruling of the supreme court of Alabama, to be noted by bankers. 


Janney v. Merchants & Planters’ National Bank of Montgomery, supreme court of Alabama, July 27, 1893. 


One who pledges stock is not thereby estopped to 
assert his claims against the corporation for money 
owing him, and therefore his assignee for the benefit 
of creditors can enforce such claims, though it render 
the stock worthless. 

Moses Bros. owned 4o shares of the 
capital stock of the Montgomery Real 
Estate Association, acorporation, which 


they pledged as security fora loan of 


money obtained by them from the Mer- 
chants & Planters’ National Bank. At 
the time of the loan and pledge of the 
stock, Moses Bros. were creditors of the 
Montgomery Real Estate Association, 
and, after obtaining the loan and mak 
ing the pledge, the association became 
indebted to them for an additional 
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amount. Moses Bros. became financi- 
ally embarrassed, and made a general 
assignment of all their effects to Janney 
& Cheney, for the benefit of all their 
creditors. The assignees sued in a court 
of law upon the debts due Moses Bros., 
and which passed to them by virtue of 
the assignment, and obtained judgment 
against the Montgomery Reai Estate 
Association. Execution upon this judg- 
ment was levied upon the property of 
the Montgomery Real Estate Associa- 
tion, and the trustees were proceeding 
to enforce the collection of their judg- 
ment by a sale of the property when the 
Merchants & Planters’ National Bank 


filed a bill in chancery, the purpose of 
which was to enjoin the execution sale 
of the property, and require the trustees 
to redeem the stock pledged by Moses 
Bros. before enforcing their judgment 
against the Montgomery Real Estate 
Association by a sale of its property. 


The bill also prayed for a decree for the 
sale of the stock pledged, and the appli- 
cation of the proceeds to the satisfaction 
of complainants’ debt. 

The bill averred that the property 
levied upon by execution was the entire 
property of the Montgomery Real Estate 
Association, and that its value was not 
more than sufficient to pay the judg- 
ments and other indebtedness of the as- 
sociation, so that its sale under execu- 
tion would render valueless the stock 
pledged as a security for complainants’ 
debt. 

The question presented by the bill 
was whether one who isa creditor of 
and stockholder in a corporation, by 
pledging his stock to secure an indivi- 
dual liability to a third party, thereby 
estops himself from collecting his debt 
against the corporation until he re- 
deems the pledge. 

We abstract the decision of the court: 
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‘Capital stock is a security for the cred- 
itors of acorporation. That stock en- 
titles its holder to share in the manage- 
ment of the corporate business, to share 
in its profits during its existence, and in 
the surplus assets, after paying all its 
indebtedness. The claims of creditors 
have priority of stockholders. They 
must be first satisfied, even to the ex- 
haustion of the capital stock and all the 
assets of the corporation, to the utter 
destruction of the value of the stock, if 
necessary, before the holder of stock can 
lay any prior claim to share in the pro- 
fits or in the distribution of the property 
of the corporation, In the application 
of this principle, there is no discrimina- . 
tion against creditors who are also stock- 
holders. Moses Bros., as creditors of 
the Montgomery Real Estate Associa- 
tion, were entitled to have the assets of 
the corporation applied to the payment 
of their debt, although it rendered 
valueless every stockholder’s interest in 
the corporate property, including their 
own stock. Certainly the pledgee of the 
stock acquired no greater right than the 
pledgor held and owned as a stockholder. 
Their rights as creditors remained un- 
impaired, and these rights passed to 
their assignees. Itis no.impairment of 
the value of the stock to apply the assets 
of the corporation to the payment of its 
just debts, in preference to applying it 
for the benefit of a stockholder or his 
assignee. Stock is subordinate to the 
claims of all the creditors of the corpo- 
ration, and has no intrinsic value super- 
ior to their claims. This is the extent 
of property rights inherent in stock. 
The pledgee knew, when he received the 
stock, all the debts of the corporation 
must first be paid; and, if the assets 
were insufficient for this primary pur- 
pose, the stock would be valueless. 
This is what the pledgee contracted for 
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when he agreed toaccept and did receive 
the stock as a pledge,and nothing more. 
Unless, therefore, Moses Bros. were 
guilty of fraud, misrepresentation, un- 
lawful concealment, or, by some promise 
or false affirmation as to existing condi- 
tions, have estopped themselves from 
asserting the rights of creditors, or un- 
less the contract of pledge of itself oper- 
ates as an estoppel upon them as cred- 
itors, complainants’ bill in this respect 
is without equity, There is no aver- 
ment in the bill of any express act or 
declaration or omission which would 
operate an estoppel. Does the contract 
of pledge by implication create an es- 
-toppel upon their rights as creditors to 
enforce the payment of their debt? 
Clearly not. Stock does not create the 
relation of debtor and creditor between 
the holder of the stock and the corpora- 
tion. By the pledge, con.plainants did 


not acquire a debt against the real estate 


association. It was simply stock,—a 
property interest,—which entitled the 
owner to share in the management of 
the corporate affairs, to share propor- 
tionately in the dividends, and, when 
dissolved, in the surplus assets after pay- 
ment of all debts. It is argued that the 
pledgor, as in case of a mortgagor, can 
do no act to impair this property inter- 
est after pledging it. We think the 
Proposition sound, but the act com- 
plained of—that of a creditor enforcing 
his claim against the corporation—is not 
within the operation of the principle in- 
voked. To apply the benefit of this 
principle to stock would invest it with a 
value it never possessed,—that of shar- 
ing in the distribution of the assets, in 
preference to that of acreditor, The 
mere contract of pledge, without more, 
carries with it no such agreement. If 
there was a defect in title at the time of 
the pledge, doubtless a better title after- 
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wards acquired by the pledgor would 
inure to the pledgee; or the pledgor of 
the stock might be estopped, by the 
principle invoked, from interfering with 
the management of the corporate busi. 
ness, to the detriment of the stock 
pledged, or from sharing in the divi- 
dends, if any were declared, or if in any 
way he should undertake to prevent the 
holder from sharing in the surplus on 
dissolution after payment of all claims. 
Such conduct affects directly the value 
of the security pledged, and the doc- 
trine of estoppel would intervene for the 
protection of the pledgee. Where all 
these interests are preserved and fully 
protected, it cannot be said the value of 
stock as such is diminished. Suppose 
the pledgee, in the exercise of his un- 
doubted right, should sell the stock,and 
a third person become the purchaser; 
the purchaser would succeed to all the 
rights of both pledgor and pledgee. 
Moses Bros. would no longer be stock- 
holders but would continue as creditors 
of the corporation. If the proceeds of 
the sale of the stock should prove insuf- 
ficient to satisfy the debt due to the 
pledgee, must the pledgor pay the bal- 
ance due, before he can collect his debt 
from the corporation? Or could the 
purchaser of the stock require the 
pledgor to redeem it from him, before 
he would be permitted to proceed to en- 
force his judgment? This would seem 
to be the legitimate conclusion from the 
argument of the complainants. We find 
nothing in the contract of the pledge of 
the stock by Moses Bros. which implied 
the further pledge by Moses Bros. of 
their claim against the corporation, then 
existing or afterwards, acquired, or 
which subordinated theirrights, as cred- 
itors, to the rights of the pledgee. We 
do not think such an agreement was con- 
templated by the parties.” 
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LUMBER COLLATERAL OF BANK, 


BANK'S DUTY IN’ MANAGEMENT AND DISPOSITION STATED. 
ce 


Second National Bank of Grand Forks v. Sproat, Supreme Court of Minnesota, Sep- 
tember 8, 1893. 


In this banking transaction it will be noted that a bank who took pine logs as collateral, under 
an agreement to drive the logs down the stream, manufacture, market and sell, and account for 
the proceeds, is held to the duty of reasonable diligence to secure the best net results, and upon 
accounting of receipts and disbursements, has the burden of showing what expenditures were 
necessarily or reasonably incurred in the management of the trust. In the case before the court, 
the sum of $1,289.07 paid out on pay-rolls for labor in manufacturing the iumber, is disallowed and 
lost to the bank, because the evidence is insufficient to establish legally that the amount of the pay- 
rolls was a reasonable and proper charge. The practical lesson which this case teaches, therefore, 
is that in the management and disposition of trust property held as collateral, care should be taken 
that sufficient evidence of all items of expenditure, necessarily incurred, should be procured and 


preserved, so that in case of legal controversy, necessary disbursements will not be disallowed for 


want of sufficient proof. 


1. Plaintiff had in its possession col- 
lateral security for a debt due from a 
third party, who also owed the defend- 
ant. Held, that an agreement by the 
parties in interest that any sum received 
upon such collateral security in addition 
to the indebtedness first secured there- 
by should be applied on the debt due 
from defendant operated as an equitable 
assignment to defendant of such sur- 
plus, if any there should be. 

2. Where a creditor held as security 
certain pine logs, which it was agreed 
that he should manufacture into lum- 
ber, dispose of the same, and apply the 
net proceeds upon the indebtedness so 
secured, Ae/d to be the duty of such cred- 
itor to use reasonable diligence to se- 
cure the best net results, and that it 
would devolve on him to account for the 
proceeds, and to show what expendi- 
lures were necessarily or reasonably in- 
curred in the management of the trust. 

3. Certain alleged errors he/d without 
prejudice, in view of the state of the 
evidence upon the issue in respect to the 
balance due defendant derived from the 
collateral security. 


Svilabus by the Court. 


Appeal from district 
county; Mills, Judge. 

Action by the Second National Bank 
of Grand Forks against William C. 
Sproat on a note. Judgment for de- 
fendant, and new trial denied. Plaintiff 
appeals. Affirmed. 

VANDERBURGH, J. Defendant made 
the note in suit payable to Howes & 
Dwyer, who got the same discounted at 
the plaintiff's bank, and the defendant 
sold and delivered wheat to the payees, 
Howes & Dwyer, in consideration of 
which they were to provide for the pay- 
ment of the note to the bank; and the 
defense set up in the answer, in sub- 
stance, is that the plaintiff bank held 
certain collateral securities for indebted- 
ness to it of Howes & Dwyer, the sur- 
plus proceeds of which over such indebt- 
edness it was mutually agreed should be 
applied by the bank to the payment of 
this note, and it is alleged that, after 
such agreement was made, Howes & 
Dwyer paid on their indebtedness to the 
bank $2,095 by the sale and transfer to 
it of certain pine logs at that price, and 
that the plaintiff bank has realized from 
the collaterals in its possession sufficient 


court, Polk 
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to pay the note, which defendant is en- 
titled to have applied in satisfaction 
thereof. The pleading is loosely drawn, 
but the purpose of the pleader was evi- 
dently to set up an equitable assignment 
to defendant of the collateral securities 
in question, subject to the indebtedness 
of Howes & Dwyer, and to allege that 
sufficient had been collected applicable 
to the plaintiff's note in suit to satisfy 
the same. The plaintiff having delayed 
making any objection till the trial,every 
reasonable intendment will be made in 
support of the sufficiency of the plead- 
ing. The decision of the court sustain- 
ing it will not now be disturbed. Upon 
the trial, however, it turned out that in- 
stead of a sale of the pine logs, as al- 
leged in the answer, it had been agreed 
between Howes & Dwyer and the plain- 
tiff that the logs should be driven down 
the stream to which they had been 
hauled, and manufactured into lumber, 
and the lumber marketed and sold by 
the plaintiff, and the surplus proceeds 
over the expenses necessarily incurred 
should be applied upon their indebted- 
ness to the bank; and the case was tried 
on that theory, by the consent of all 
parties, and the variance waived. 


BANK’S DUTY AS TO MANUFACTURE AND 
SALE OF LUMBER COLLATERAL, 


It was the duty of the plaintiff to use 
reasonable diligence in the manufacture 
and sale of the lumber to secure the best 
net results, and it would devolve on it 
to render an account of its receipts and 
expenditures, and the burden would, of 
course, rest upon it to show what ex- 
penditures were necessary or reasonably 
incurred in the management of the trust. 
There was no error in the charge on this 
point. In respect to certain other ex- 
ceptions, as will appear, the matters 
practically in issue are brought within 
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sO narrow a compass that the aileged 
errors could not have had any effect upon 
the result. The evidence tends to show 
that the plaintiff received: 


As the proceeds of the lumber, the gross 


And from the proceeds of the collateral 
notes, the further sum of 


Indebtedness of Howes & Dwyer 
to the plaintiff 

Defendant concedes the amount of 
expenditures by plaintiff, shown 
by exhibit E 

Other items of expense establish- 
ed by the evidence 


Balance in plaintiff's possession, sub- 
ject to disputed claims testified to by 
Lander 


He testified that he paid out in behalf 
of the bank the amounts appearing upon 
three pay rolls for labor in manufactur- 
ing the lumber, $267.82, plus 
$388 91, plus $632.34, amounting to 
$1,289.07,—more than sufficient to ex- 
haust the above balance. They all rest 
upon the same evidence, and stand or 
fall together. 

In the light of the cross-examination 
of Lander, the plaintiff failed to estab- 
lish that the amount of these pay rolls 
was a reasonable and proper charge. It 
does not appear that he had personal 
knowledge of the fact that the wages 
claimed to have been paid by him were 
earned. His evidence was hearsay 
The time of the men was kept by an- 
other person, and Lander gathered the 
amount which he says he paid from a 
book kept by such other person. The 
case is not helped out by the vague and 
indefinite evidence of Howes on the mat- 
ter. It was insufficient to verify the 
record of the timekeeper or to how much 
the men earned, how long they worked, 
or at what wages they were employed. 
It is fair to infer that the jury rejected 
these claims, as they should properly 


viz. : 
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have done, and they might well scrutin- 
ize carefully the account of the plain- 
tiffs expenses as presented by it,in view 
of the fact that they exceeded in amount 
all the proceeds of the logs and lum- 
ber. 

Apart from the pay rolls and the claims 
for insurance upon the mill, which we 
think were properly rejected by the trial 
court, the balance of the account ap- 
pears to be reasonably established by 
the evidence, and was presumably al- 
lowed by the jury, unless in their judg- 
ment, upon the evidence, a reduction of 
Lander’s claim for his personal services 
was warranted. But it is obvious that 
it is ummecessary to investigate this 
claim; for, if the pay rolls were allowed 


359 


by the jury, the balance in plaintiff's 
possession, as we have seen, would be 
thereby exhausted, and if they were dis 
allowed, as we must presume they were, 
then there was enough to pay all the 
rest, including defendant's claim, which 
is all he asks. But we think, upon the 
evidence, it was fairly a matter for the 
determination of the jury whether Lan- 
dér’s claim should not have been re- 
duced. The jury could reasonably esti- 
mate the time he was employed and the 
value of his services upon the evidence 
given upon cross-examination; and this 
was all the instruction of the court on 
that question meant, and the jury couid 
hardly understand it otherwise. Order 
affirmed. 


MUNICIPAL TAXATION OF BANKS IN MISSISSIPPI. 


A SCHOOL TAX ON SOLVENT CREDITS, IN EXCESS OF 75 PER CENT. 


OF STATE TAX, DE- 


CLARED VOID. 


Huntley v. Bank of Winona, Supreme Court of Mississippi. 


A tax levied by a municipal corporation on the sol- 
vent credits of a bank in excess of the limitation pre- 
scribed by Act 1890, (Laws, p. 9,) which provides that 
‘cities and towns are prohibited from levying or col- 
ecting any other tax on banks, or on solvent credits, 
cwned by individuals or corporations. greater than 75 
percent. of the state tax,” is illegal, regardless of the 
purpose for which it is levied. 


Appeal from circuit court, Montgom- 
ery county; C. H. Campbell, Judge. 


Action by Bank of Winona against W. 
L.. Huntley, marshall and tax collector 
of the town of Winona, to recover cer- 
tain taxes paid by plaintiff under pro- 
test. The action was commenced before 
a justice of the peace, and taken by 


plaintiff on appeal to the circuit court. 
From a judgment for plaintiff, defend- 
ant appeals. Affirmed. 

In the circuit court the case was tried 
without a jury on the following agreed 
statement of facts: Huntley, by virtue 
of his office as tax collector of the city 
of Winona, (which was a separate school 
district.)in the year 1891 collected from 
C. H. Campbell, cashier of the Bank of 
Winona, under protest, a three-mill tax 
for school purposes on the solvent cred- 
its of said bank, said tax amounting to 
$132, the same having been levied by 
the board of mayor and aldermen of 
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said city of Winona, and being in excess 
of 75 per cent. of the state tax, already 
levied by said board for the year 1891 
on the solvent credits of said bank for 
town purposes, and collected from said 
bank by said Hiyntley, tax collector. 
Said bank does business in the incorpor- 
ated town of Winona. 


Cooper, J. The tax in controversy in 
this case is confessedly in excess of the 
limitation described by the act of 1890, 
(Laws, p. 9.)* It is certainly a tax 
levied by the municipal authorities of 
the town of Winona, and, being such, it 
is forbidden by law, regardless of the 
purpose for which it was levied. Judg- 
ment affirmed. 


Note Executed in Blank, 


Maker liable to innocent holder for value for amount 
nserted, although larger than orally agreed. 


Market & Fulton National Bank v. Sargent, supreme 
judicial court of Maine, March 16, 1893. 


In an action by the bank, indorsee, on 
a promissory note for $785, against the 
maker, the bank had judgment and the 
court held: 

1. If one affixes his signature to a 
printed blank for a promissory note, 
and intrusts it to another for the pur- 
pose of having the blanks filled up, and 
thus becoming a party to a negotiable 
instrument, he thereby confers the right, 
and such instrument carries on its face 
an implied authority, to fill up the 





*Act 1890 (Laws 1890, p. 9,) provides “that all real 
estate of any bank or banking association shail be 
liable to pay taxes—stat*, county and municipal—ac- 
cording to its value, as other real estate is taxed. 
Cities and townsare prohibited from levying or col- 
lecting any other tax on banks, or on solvent credits, 
owned by individuals or corporations, greater than 
75 per cent of the state tax.” 
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blanks and complete the contract at 
pleasure, so far as is consistent, with its 
printed words. 

2. As to all purchasers for value with- 
out notice, the person to whom a blank 
note is thus intrusted must be deemed 
the agent of the signer; and an oral 
agreement between such principal and 
agent, limiting the amount for which 
the note shall be perfected, cannot affect 
the rights of an indorsee who takes the 
note before maturity for value, in ignor- 
ance of such agreement, with a different 
amount written in it, 

3. Proof of fraud in the inception of 
the note undoubtedly casts upon the in- 
dorsee the burden of showing that he 
took it for value before maturity with- 
out notice of the fraud; but proof that 
he paid full value for the note before 
maturity raises a presumption that he 
purchased it in good faith without notice 
of the fraud. 


Note Providing for Attorney’s Fee 
Negotiable in Washington. 


Second National Bank of Colfax v. Anglin, supreme 
court of Washington, May 24, 1893. 


In an action by the bank upon a prom- 
issory note indorsed to it for value be- 
fore maturity, which contained a clause 
that in the event of suit, an additional 
sum should be paid as an attorney’s fee, 
the trial court held the instrument non- 
negotiable, and for that reason excluded 
it from evidence and gave judgment for 
the defendant. The supreme court of 
Washington holds this to be error; that 
the note sued upon was negotiable, not- 
withstanding the condition for the pay- 
ment of attorneys’ fees contained there- 
in, and the judgment is, therefore, re- 
versed. 





LEGAL DECISIONS 


Validity of Receiver’s Certificates in 
Hands of Innocent Purchaser. 


Certificates declared alien upon trust property de- 
spite objections as to authority to sell, and ins«1- 
vency of bank in which proceeds deposited. 


Alabama Iron & Ry. Co. v. Anniston Loan & Trust 
Co., U. S. circuit court of appeals, Fifth circuit, 
June 20, 1893. 


In a foreclosure suit brought by the 
Central Trust Company of New York, 
against the Sheffield & Birmingham 
Coal, Iron & Railway Company, a peti- 
uon of intervention was filed by the An- 
niston Loan & Trust Company to en- 
force the lien of certain receiver's certi- 
ficates as against the purchasers at the 
foreclosure sale. Following is an ab- 
stract of the decision of the court: 

1. The president of a bank in whicha 
receiver kept his deposits, having been 
authorized by the receiver to sell certain 
receiver's certificates, made the sale 
after his authority had been revoked, 
and caused the amount realized to be 
credited to the receiver on the books of 
the bank, and on the receiver’s pass 
book. The receiver did not repudiate 
the sale, but, on the contrary, drew 
checks against the deposits, and report- 
ed the transactions to the court, which, 
in the foreclosure decree, recognized the 
validity of the certificates, and directed 
that the sale should be made subject 
thereto. He/d, that the receiver was es- 
topped to question the validity of the 
certificates, as against an innocent pur- 
chaser. 

2, The fact that the receiver, on after- 
wards learning that the bank was insol- 
vent, demanded and received from the 
bank and from the president, personally, 
certain collateral securities, to protect 
his deposits, was not a repudiation of 
the sale, but rather a fresh ratification, 
and acceptance of the deposits as the 
proceeds of the sale. 
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3. The deposits representing the pro 
ceeds having been placed in the bank, 
by the president, in the form of checks, 
drafts, etc., on other banks, which were 
in fact duly honored by them, the de- 
posits must be held to have come into 
the receiver’s hands, within the rule 
which makes the receipt of the proceeds 
by the receiver a condition precedent to 
the validity of the certificates, although 
the bank was never in a condition to pay 
over any considerable proportion of the 
deposits to the receiver. 

4. Under the circumstances, the court, 
having recognized the validity of the 
certificates, and caused the foreclosure 
sale to be mae subject to the lien there- 
of, was bound to recognize the estoppel 
of the receiver, as its agent, and to pro- 
tect the innocent purchaser of the certi- 
ficates by enforcing the same against 
the purchaser of the property. 


Purchase of Real Estate by National 
Bank from its President. 


Vendor's lien upon land, claimed by president’s 
grantor, unenforceable against bank, where it is 
an in»-ocent purchaser without notice. 

A case where the knowledge of the president is not 

regarded as the knowledge of the bank. 

First National Bank of Sheffield v. Tompkins, U. S. 

circuit court of appeals, Fifth circuit, May 22, 1893. 


In a bill by Henry B. Tompkins against 
the First National Bank of Sheffield, 
Ala., and Charles D Woodson, its pres- 


ident to enforce and foreclose a ven. 
dor’s lien, the court decides: 

1. Where a bank acquires title to real 
estate by conveyance from its president, 
who held the land under a deed reciting 
full payment of the purchase money,and 
it has no actual knowledge that the pur- 
chase money was not in fact paid, it is 
an innocent purchaser without notice, 
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and is not chargeable with constructive 
notice because of the knowledge of its 
president. 

2. A conversation by a grantor witha 
director of a bank, in which the former 
states that he is willing to convey a half 
interest in certain land to the president 
of the bank, with the understanding 
that such president was to deed the 
whole interest to the bank, and that the 
president or the bank was to pay him by 
giving him credit upon notes then run- 
ning against him in the bank, does not 
amount to notice to the director that the 
grantor intends to retain a vendor's lien, 
but rather imports a notice that no such 
lien is to be retained. 

The court in rendering its decision, 
said: ‘‘The supreme court of Alabama 
has decided in many cases that the ven- 
dor’s lien will not prevail against bona 
fide purchasers paying the purchase 
money without notice. * * * As, 
when the bank bought the property, the 
record showed a perfect title in Wood- 
son, with the purchase price fully paid, 
and as the bank had no actual notice of 
outstanding secret equities, and was not 
charged with constructive notice of any 
such equities because of any knowledge 
of Woodson, its president, of whom it 
acquired the property, it follows that 
the bank’ was an innocent purchaser 
without notice, and, as such, acquired 
the property divested of any vendor's 
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lien which may have existed in favor of 
Tompkins as against Woodson.” 


The Security for County Funds Depos- 
ited in Minnesota Banks. , 


When bank’s assignment of mortgage to county inef 
ectual as security. 


Viissingen v. Board of Com’rs of Clay county, su 
preme court of Minnesota, Sept. 8, 1893. 


1. The Minnesota statute requires 
that banks designated by the board of 
auditors of a county as depositories of 
the funds collected by county treasurers 
shall secure, deposits to a_ specified 
amount by bonds, with sureties, approv- 
ed by the county commissioners. No 
other or different security is contem- 
plated as a condition of receiving such 
deposits. It will not be presumed that 
the county board will accept other se- 
curity in lieu thereof. 

2. An assignment of a mortgage to a 
county, voluntarily made by a bank 
holding deposits as one of the designat- 
ed depositories of the county funds, and 
placed in the hands of the county attor- 
ney, and intended as further security 
generally for deposits accrued, and 
which might accrue, to and beyond the 
bond limit, Ae/d ineffectual as a delivery 
to the intended assignee, or as a transfer 
of the security, as against a subsequent 
assignment of the bank, which took 
effect before the actual delivery to or 
acceptance by the county board of the 
assignment first mentioned 
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DEPARTMENT FOR BANK ASSISTANTS. 


Designed to embrace matters of especial interest to tellers, bookkeepers and employees in subordinate positions, 
and conducted with their co-operation. 


BANK BOOKKEEPINC IN BOSTON ONE HUNDRED YEARS ACO, AND TO-DAY. 


The Massachusetts Bank was opened 
July 5th, 1784, and the books for the 
bookkeeper were a journal and a ledger. 
Evidently all items were posted into the 
ledger from the journal, and the items 
of cash were journalized from the teller’s 
cash book; the payee of each check ap- 
pears entered on the journal, and is also 
posted into the ledger. 

The books are all of cartridge laid 
paper and entirely plain; no rulings of 
any kind, except as made by the book- 
keeper, and those only for the columns 
ot figures and the up and down columns 
No cross lines appear, and the book- 
keeper either followed the waterlines or 
used a stylus to mark a line for imme- 
diate use. Then quills were used, and 
the writing and the figures were very 
carefully made; apparently time was no 
object. 

The ledger for 1794 now in the bank, 
is a model for any bookkeeper of any 
date. The bookkeeper was an artist 
penman. The headings of the accounts 
are hands»mely done; some of them are 
in old English, some in block letters, 
and some in a handsome running hand, 
and where several of these appear on an 
open folio, the effect is really grand. 
The care with which the posting was 
done is very noticeable; the check mark 
in the journal against each item is a 
large dot, and one can almost see the 
quill of the bookkeeper as it circles 
round and round, making an almost per- 
fect circle. Taken as a whole these 


books are splendid specimens of bank 
bookkeeping as it was one hundred 
years ago, with its journals, ledgers 
and other books, in the style of mercan- 
tile houses. 

Now, in 1893, there is only one book 
for the bookkeeper, except as it may be 
subdivided for convenience, where there 
are many accounts. Although called 
the ledger, it is a book of original entry ; 
the checks are charged directly to the 
several accounts, and the deposits cred- 
ited to the accounts, directly from the 
deposit slips. At the close of business 
the checks, as entered, are added by the 
bookkeeper, and must agree with the 
amount as entered by the teller on his 
own book. and so must the amount of 
the various deposits agree with that of 
the teller, 

As the ledger lies open on the desk it 
is three feet wide and nearly two feet 
deep, and every open folio of the book 
holds six day’s work on each account 
appearing on it. The names are printed 
in alphabetical order (beginning at the 
top, downward) at the left of each page, 
appearing twice as the book lies open. 
Across the page the lines are ruled red 
and blue, alternately, to facilitate cor- 
rectness in entering items to the differ- 
ent accounts. The space across the 
book is divided so that a balance is 
struck to each and every account every 
day; at the left of the page next the 
name appears the balance of the account 
at opening of business, then the checks 
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paiu during the day, then the deposits 
as credited, then again the balance is 
struck. All credit balances are carried 
in black ink, all debit balances in red 
ink, and as these are all added each and 
every day, this book also becomes a 
daily trial balance. According to the 
number of accounts and their size, will 
be the number of the folios in each day’s 
work, and the size of the book. The 
books are made to last six months each. 

This system of bank bookkeeping, 
briefly described as the 1893 book, is 
called the ‘‘Boston System of Bank 
Bookkeeping ;” it originated here, at the 
‘“‘Hub” some years ago, is gradually 
creeping outward along the ‘'‘felloes” 
and the ‘“‘rim”’ will ultimately be reached 
and covered, and everybody will enjoy 
its conciseness and simplicity. 

Very truly yours, 
Witt. L. WeEtcH, 

Bookkeeper, Massachusetts National 

Bank, Boston, Mass. 


CONDUCT OUTSIDE OF THE BANK. 


The following personal letter, written by a 
clerk in one of the leading banks in the state of 
Colorado to Mr. D. M. Stewart, who contributed 
the article on bank tellers, is here reproduced 
with the consent of the recipieat (omitting name 
of writer and place) as it contains correct ideas 
upon the subject of the conduct of bank men in 
private life, after the day’s work has been com- 
pleted. 

——Co .o., October 28, 1893. 

DEAR Sir:— 

This is not exactly a business letter—please 
read at your own time. It is with much interest 
and pleasure that! have read, several times, 
your article inthis month’s BANKING Law Jour- 
NAL, No flattery; there is none in stating a 
plain fact. What pleased me most was the firm 
stand you took as to the conduct of bank men 
out of business hours and in their private lives. 
Morals here in the West at this altitude of 8,000 
feet, are very lax; the bracing air makes men 
**feel good,”” and they are in mischief almost 
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before they know it. I have had to put up w ih 
a good deal of teasing and such because I wou!d 
never join in some ‘‘ fun with the boys.” ‘You 
don’t know what you miss,” say they. ‘‘I miss 
disgust, disease and disgrace,” I reply; and | 
never met the man who could explain away this 
argument ‘‘ that what is wrong for our mothers 
and sisters is wrong for us.” 

It seems to me by the tone of your article that 
you advocate doing right because it is right— 
being honest because it is right so to be, not be- 
cause honesty is the best policy; for sometimes 
itisn’t. Even in my short experience I have 
seen the truth of the fact that a bank Is judged 
by the conduct of its men; and on the whole | 
say that the general public takes a right view 
That mighty and subtle exponent of human na- 
ture, Shakespeare, said: 


“ To thine own self be true; and it will follow, as the 
night the day, thou cans’t not then be false to any 
man.” 


I stoutly maintain that the converse is true; 
that if a man is false to himself, he will be false 
to others for certain, Moral obliquity in one 
thing renders him liable thereto in any thing; 
and it is the little things that tell. ‘‘A straw 
shows,”—you know. 

I hope this note does not seem boastful where 
I talk of myself; but it is a reai pleasure in 
these times to come across a man wko wrote so 
fearlessly as you, and I felt like exchanging a 
few words. Again I thank you for your article, 
and I am 

Very Heartily Yours, 


Crace on Sight Draft. 


Vitas NATIONAL BANK, } 
PLATTSBURGH, N. Y., October 24, 1893. § 


Editor Banking Law /ournat: 
In the ‘* Prize Essay’ by a Bank Teller is the 
statement that a sight draft is payable three 


days from date of acceptance. 
error? 


Is this not an 
Respectfully, 


Won. Howcrort. 


This all depends on the law of the 
place where the draft is payable. In 
New York, for example, sight drafts are 
payable without grace. But in Canada 
—and the essay in question was on the 
duties of the tellerin a Canadian bank— 
three days of grace are allowed upon 
sight drafts, by custom. 





INQUIRIES AND CORRESPONDENCE 


INQUIRIES AND CORRESPONDENCE. 


7a IS department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen 


eral interest, and ex 


ct prompt and careful consideration thereof, without charge. The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Purchase of Property on Foreclosure 
by Former Owner and Mortgagor. 


Purchaser may enforce lien against his own grantee. 


YELLOW MeEpicine County BANK, } 
GRANITE FALts, Minn., October 24, 1893. } 


kditor Banking Law Journal. 


The writer has been a subscriber for your 
very valuable BANKING Law JouRNAL for some 
years, and if not asking too much of you I 
would like to get your opinion with citations of 
cases, if any, on the following point: We held a 
second mortgage on a half section of land given 
by the owners to us at the time the mortgage 
was executed. Our mortgage was taken know- 
ing that there existed a first mortgage of some 
$3 000 that was given some years ago by the 
party who owned the land at the time the first 
mortgage was given, who afterwards sold the 
land to the parties who gave us our second 
Now the first mortgage has been 
foreclosed, and at the sheriff's sale the party 


mortgage. 


who gave the first note and mortgage was at 
said sale, and bid the land in, in his own name 
In fact he bid 
in his own mortgage and canceled his own note 


and gets the sheriff's certificate, 

Now the point we desire to get at: Has he not 
practically canceled his own debt, thereby let- 
I think you 
get the idea enough so you can pass on same 


ting our mortgage come in first? 
intelligently. All the opinions I am able ito get 
hold of this way claim that he has canceled his 
own debt, and obtained the sherift’s certificate, 
Of course I can 
see that to be a factif he does not subrogate to 
the rights of the mortgage he gave 


which we can have set aside. 


Thanking you in advance for opinion. 
I am, faithfully yours, 
F. H. Wevicome, President, 


The decisions in Minnesota establish 
this proposition: If a person who mort- 
gages his land and then conveys it to 
another sudject to the mortgage, thereafter 
pays off or purchases his mortgage, the 


incumbrance is not cancelled so as to 
deprive him of any remedy thereunder, 
but he is subrogated to all the rights of 
the mortgagee and can enforce the 
mortgage against the land. 

The cases which maintain this propo- 
sition are Baker v. Terrell, 8 Minn. 195; 
Baker v. Northwestern Loan Co., 36 Minn. 
185; Knoblauch v. Foglesong, 37 Minn. 
320. 

The court in Baker v. Ferrell, arguing 
that it is no more inequitable for a for- 
mer owner and mortgagor to enforce the 
mortgage, than a stranger, say: 

‘“‘What difference can it make to the 
grantee of the land subject to the in- 
cumbrance—and why should he, in any 
possible contingency get the benefit of 
any one’s purchase ot what was an ac- 
knowledged charge upon his lands? 
Any other may purchase and enforce 
the mortgage. Why may not a grantor? 
* * * JTtis objected that in such cases 
the mortgagor, if he pays, is only can- 
celling a debt of his own. This is true 
in one sense, but yet the debt is one of 
which, as between him and a grantee, 
who takes subject to the mortgage, the 
land is pledged to the payment before 
calling on the mortgagor.”’ 

In Baker v. Northwestern Co., the 
court, upholding the same principle, 
Say: 

“It is contended that the assignment: 
of his own notes and mortgage to Men- 
age operated as a payment and discharge 
of the same. This might be so at law, 
but equity, disregarding forms and 
strictly legal consequences, will work 
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out a different result, and one conson- 
ant with the real purposes and inten- 
tions of the party if necessary to protect 
his interests and save his just rights.” 

In the light of these decisions, coming 
to the case submitted,and assuming that 
the land was transferred subject to the 
first mortgage, it is clear that a pur- 
chase or payment of his mortgage by the 
first owner, would not extinguish it, but 
that he would be subrogated to all the 
rights of the mortgagee, and could en- 
force it as a first Jien upon the land. In 
the absence of facts showing it material 
—. e. that the land is worth a good deal 
more than paid for it under the first 
mortgage so that it would be to the in- 
terest of the second mortgagee to pay off 
prior incumbrances—we will not take 
space to discuss whether, as against the 
grantee, or his mortgagee (the bank 
holding the second mortgage) the former 
owner can hold the land absolutely, or 
for anything more than he actually paid 
on the foreclosure sale. In this connec- 
tion we merely quote this language of 
the court in Baker v. Terrell. 

‘‘Perhaps he (the purchasing mort- 
gagor) would not be permitted to en- 
force it beyond the amountactually paid 
by him for the claim, because his rela- 
tion to his grantee in such a conveyance 
is not unlike that of a surety” etc. 

Should this point be material and the 
Minnesota bank desire its further elabo- 
ration, it will be given in these columns, 
upon notification. The substantial point 
of inquiry, however, is here answered, 
that the second mortgagee cannot get 
the land free of the first mortgage, for 
the purchasing mortgagor has, at all 
events, a remedy to the extent of the 
amount advanced, assuming, of course, 
than when he sold the land, it was sub- 
ject to this mortgage. 


Collectibility of Overdraft. 


Fixst NATIONAL BANK, ) 
Decta, Pa., Oct 25, 1893. § 


Editor Banking Law Journal: 


What is the status of an overdraft on the 
books of a bank? Is it readily and unquestion- 
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ably collectible, just, for instance, as an overdue 
promissory note is collectible? 

Your reply in next issue BANKING LAw Jour- 
NAL will oblige 


BANKER. 


An overdraft is an irregular loan, and 
its status is that of a debt due by thie 
depositor to the bank, evidenced by 
paid checks and book entries. It is 
readily collectible, equally as an over- 
due promissory note, except that ordin- 
arily, of course, the payee or recipient 
of money upon an overdrawn check 
could not be looked to for reimburse- 
ment, but the right of action, or of ap- 
plication of newly-deposited funds to 
its satisfaction, would be against the de- 
positor alone. 


Corporation Checks. 


CLEVELAND, Ohio, Oct. 2, 1893. 
Editor Banking Law Journal: 


In opening a deposit account with a corpora- 
tion, what steps should a bank officer take to 
ascertain the proper official to sign checks with- 
drawing the funds? VICE-PRESIDENT. 


The cashier or managing officer of the 
bank shoula ascertain, by examining 
the charter and by-laws, upon whom 
authority is conferred in this respect. 
The power to sign corporation checks 
may be conferred (1) by general law of 
the state under which the corporation is 
organized; (2) by the charter or articles 
of association of the particular corpora- 
tion; (3) by the by-laws of the corpora 
tion. Outside of this, a previous course 
of dealing may be such as to imply a 
power in a particular officer, and protect 
the bank in paying checks signed by 
him. 

It would be well for the bank to pro- 
cure from the corporation, and file, a 
copy of its charter and by laws. The 
provisions of these would constitute its 
guide, and it should be very careful 
about paying checks of the corporation, 
signed by officers other than authorized 
in these instruments, or subsequently 
legally authorized by resolution, 





CURRENT NEWS AND TOPICS. 


CURRENT NEWS AND TOPICS. 


Owing to the delays necessarily attendant 
upon the removal of the large plant of the 
BANKING LAW JOURNAL to its new quarters at 
No. 63 Wall street, the mechanical work upon 
the November 1st issue has been unavoidably 
delayed, so that the JOURNAL appears several 
days late. An extra force of compositors are 
now at work upon the November 15th JouRNAL 
so that it, and subsequent numbers will be 
issued to our readers ‘‘on time.” 


* * * 


FROM PRESIDENT TO DISCOUNT CLERK. 

Much surprise has been caused in the Or- 
anges by the retirement of Thomas J. Smith 
from the presidency, and also from the direc- 
tory, of the Orange National Bank. His place 
as president has been filled by Charles M. 
Decker, and George Spottiswoode has been 
elected to fill the vacancy in the board of direc- 
tors. Mr. Smith’s retirement, after a contin- 
uous service in the bank for more than thirty 
years, is officially explained by the board of 
directors to be due to ‘‘outside operations re- 
sulting in loss of his property and consequent 
inability to maintain his position as director 
and president.” Mr. Smith has always been 
regarded as the very embodiment of conser- 
vatism, and it has been supposed that the great 
strength of the Orange National Bank was in 
great measure due to his wise and careful ad- 
ministration of its affairs. The bank’s deposits 
exceed $1,000,000, and its shares are so closely 
held that they are never to be bought except on 
the rare occasion of an administrator’s sale. 
The bank is not affected by Mr. Smith’s losses 
or his outside speculation. It is said he has 
practically lost all of his modest fortune. He 
has always lived very quietly at Caldwell, about 
six miles from Orange, and is one of the most 
highly esteemed men in the community. It is 
supposed he lost his money through placing too 
great confidence in a friend through whom ke 
became involved in some unfortunate realestate 
speculation; but whatever the cause of his 
trouble he declines to discuss it, and simply 
says that he must endure it; that if he had 
stuck to his banking business, he would still 
have been able to hold his stock in the bank 
and continue as its president. Mr. Smith has 
been retained in the service of the bank as dis- 
count clerk, a place he filled for some years be- 
fore becoming president, so that the bank will 
still have the benefit of his services and experi- 
ence. Mr. Decker, the new president of the 
bank; is a wealthy grocer, head of the firm of 
Charles M. Decker & Bro. of Orange and East 
Orange, one of the oldest and best-known estab- 
lishments in Essex County. 


REGULATION OF BANKING CAPITAL IN 
NEBRASKA. 


The following circular has been issued from 
the state banking department: 

**LINCOLN, Oct. 7, 1893. 

Ata meeting of the state banking board, held 
this day, with Hon. J. S. Bartley, Hon. Eugene 
Moore and Geo. H. Hastings present, the fol- 
lowing rules with regard to the capital stock of 
banks hereafter commencing business in this 
state, were unanimously adopted: 

(t) That the banking house (including the lot 
on which it is located) furniture and fixtures, 
shall not be more than 33 I-3 per cent. of the 
capital stock. 

(2) That commercial paper (absolutely first- 
class) shall not be more than 16 2-3 per cent. of 
the capital stock. 

(3) That cash shall not be less than 50 per 
cent. of the capital stock. 

(4) That if the valuation of (1) be less than 33 
I-3 per cent. of the capital stock, the difference 
between the actual value and one-third of the 
capital stock must be in cash. 

J. S. Bart ey, Treasurer. 
EuGENE Moore, Auditor, P.A. 
Gero. H. HAstinGs, Att’y Gen. 

R. H. Townley, Clerk Department of Bank- 
ing. 

- s -« 


A NEW YORK BANK CLERK’S BOLD 
SWINDLE. 


EMBEZZLEMENT OF $53,000 BY A UNIQUE METHOD, 


B. G. Sanford, correspondence clerk in the 
Continental National Bank of New York, has 
been arrested for the embezzlement of $53,000 
The methods which Sanford emp!oyed were 
unique, and their recital is useful as a revela- 
tion of another of the many devious ways in 
which erring human ingenuity is constantly act- 
ing to the detriment of bank interests. 

B. G. Sanford held the position of correspond- 
ence clerk in the Continental National Bank for 
eighteen years. He was trusted implicitiy—so 
implicitly, in fact, that he was allowed both to 
receive all communications in that branch of the 
business and to send out all communications in 
reference thereto. In many large banks the re- 
ceiving and the sending are put for safety's sake 
into different hands, but Sanford controlled both 
ends and therein lay his chance to defraud his 
employers. 

Between July 19 and August 9 he sent seven 
separate checks, three for $10,000 each, two for 
$5,000, one for $6,000 and one for $7,000, over 
to the Mechanics’ National Bank, at No 33 Wall 
street, for deposit to the credit of Harris & Co. 
and they were all received and passed without 
question. 
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The three correspondents whose balances he 
used were the First National Bank of Washing- 
ton, Pa., the Hamilton National Bank of Bos- 
ton, and the Bank of the Republic of Boston. 
His procedure was to prepare a forged order 
from one of these banks, asking that a certain 
sum be transferred for their account to Harris 
& Co., or Hayes & Co., or other names that 
struck his fancy, through the Mechanics’ Na- 
tional Bank. 

He would prepare a check from this in due 
form, have it signed by the cashier and have it 
deposited always to Harris & Co. with the Me- 
chanics’ Bank, changing the name by another 
forgery. When the monthly statements to these 
correspondents were made out, he would de- 
stroy them and forge others, leaving out his own 
checks. He also had to alter their return state- 
ments, because the Continental Bank makes its 
customers show in detail just what statement 
they have found correct. 

In one instance the First National Bank; of 
Washington, sent on two drafts which, with the 
forged drafts, made their account overdrawn. 
President Randolph at once telegraphed them 
asking the reason for the overdraft, and natur- 
ally gave the telegram to Sanford for transmis- 
sion. Sanford coolly destroyed it, and had a 
forged telegraphic reply on the president's desk 
next morning. Mr. Randolph promptly sent 
back a letter congratulating the Washington 
people on not having gotten behind in their ac- 
counts in the hard times, and this Sanford also 
destroyed. 

Sanford was discharged last month when the 
bank learned that he was partner in a brokerage 
firm, Harris & Co., and had been speculating in 
stocks. At this time, the bank was unaware of 
any dishonest dealing on his part. The em- 
bezzlement subsequently came to light. 

The course of the Mechanics’ Bank in taking 
the account of a clerk in the Continental Bank 
without dropping the latter bank a hint when 
the account was started, has been criticized. If 
notice had been given, it ‘‘would have nipped 
Sanford’s scheme in the bud” said one of the 
Continental Bank’s directors, ‘‘because we would 
have inquired about the check at once and dis- 
covered its true nature inside of twenty-four 
hours. We would certainly have no dealings 
with aclerk from another institution without 
proper inquiry. It is a question of ethics sim- 
ply, of course, but we think that we were en- 
titled to such notification.” 

Mr. Garth, of the Mechanics’ Bank, in answer 
to this criticism acknowledged that he knew 
young Sanford wasaclerk in the Continental 
Bank, but said that he supposed Sanford had 
saved some money and that the elder Sanford 
was a man of means. 

‘*Harris did all the business with us,” said 
he, ‘‘and as the checks sent in were perfectly 
regular we saw no reason to suspect that any- 
thing was wrong. It we had the slightest sus 
picion we would, of course, have notified Presi 
dent Randolph. I must admit that the account 
of Harris & Co. was not a very desirable one, 
and I had to ask them twice to close it before 
they finally did. They sailed too close to the 
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wind, taking up every night’s balance the first 
thing in the morning, and they attempted scv- 
eral times to overdraw, but that we never per- 
mitted. Harris used to beg off, saying that the 
fall in stocks had temporarily crippled him, and 
we let them go on because we tried to help out 
all our customers in those hard times. I am 
very sorry that the Continental Bank has met 
with such a loss, but we are not responsible in 
any way for their trouble.” 


* * * 


BOOK NOTICES. 


States’ Philosophy, States’ Economy and States Fin- 
ances. By Ignatius Batory, Baltimore, Md. Clotn, s«c. 

In this little work, Mr. Batory’s object is to show 
how to establish a form of government that will en- 
able each and every individual to gain an easy mode 
of making a living, through his physical and mental 
capacity. The means by which the few have managed 
to live at the expense of the many is declared to be 
the legislative power. Tne fathers and framers of 
our institutions and of our government mainly relied 
upon the right of franchise, as secured by the consti 
tution, for the gradual accomplishment of the desired 
object expressed in the sentence “pursuit of happi- 
ness.” It is stated that the people have failed to this 
day to secure this avoweu object, namely, an easy 
mode of making a living, and the failure results from 
the connivance and corruption of the men in office; 
and the people are exhausted through means of extra- 
ordinary indirect taxation, “which brings poverty, 
corruption and submission to our land of freemen.” 


BUSINESS NOTICES. 


THE SHAW NUMBERING MACHINE. 

The attention of our readers is invited to the adver- 
tisement of the Shaw Numbering Machine, sold by the 
Follett Manutacturing Company, which appears else- 
where in this Journal. There has never before been 
offered a numbering machine that numbers to a mill- 
ion for anything like so low a price as $6.00, and only 
a limited number will be sold at this price, Tre ma 
chines are being sold daily and give satisfaction 
every where. 

* K * 


BANK OF MORGANVILLE. 


There has been a change in the organization of the 
Bank of Morganville, Kansas, William Docking be- 
coming president in place of F. L. Williams. The offi- 
cers and condition ot the bank are now as follows: 
President, Wm. Docking; cashier, John A. Morrison; 
paid capital $5,000} surplus, $500; undivided profits, 
$300. Correspondent, People’s National Bank, Clay 
Center, Kan. 

* ok * 


J. W. Smith & Co., the well known bankers of Min- 
neapolis, Kan. have issued a circular to their many 
friends and customers, informing them that the firm 
will soon change from a private to + national bank 
The organization of the Citizens’ Nationa! Bank of 
Minneapolis will be comple ed about November roth, 
and will succeed to the business of J. W. Smith & Co, 
bankers. 

The members of the firm of J. W. Smith & Co. wil! 
own the greater part of the stock 1n the Citizens’ Na 
tional,and the management of the new bank will be 
identically the same as at present. 


BRIEF RECEIVED. 


Exchange Nat. Bank of Spokane, Wash. v. Bank of 
Little Rock, Ark., U. S. Circuit Court of Appeals, 
Eighth Circuit. Brief of Geo. H. Sanders and S. R 
Cockrill of Little Rock, counsel for Exchange Bank of 
Spokane, seeking to hold the Bank of Little Rock lia- 
ble ~ a draft, carelessly executed and fraudulently 
raise 
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Report of proceedings of the Nineteenth Annual Convention held at the Art Institute, Chicago, Oct. 18 and 


19, 1893. 


A large attendance of bankers from all 
sections of the country rendered impres- 
sive the opening of the nineteenth an- 
nual convention of the American Bank- 
ers’ association in Hall No. 3 of the 
Art Institute, on the lake front, in 
Chicago. The convention was called 
to order by the president of the associa- 
tion, William H. Rhawn, of Philadel- 
phia. Rev. Hiram Thomas asked the 
blessings of God upon the deliberations 
to follow. Carter Harrison, Mayor of 
Chicago, was then introduced, and on 


behalf of the people of Chicago, ex- 
tended a cordial welcome to the visiting 


bankers. President Rhawn responded 
in an appropriate address in which he 
dwelt at length upon the financial situ- 
ation and the improvements suggested 
by the crisis. 

At the close of Mr. Rhawn’s remarks, 
acting secretary A. L. Giese read the 
reports of the secretary and treasurer. 
Receipts, $28,090 ($8,380 being dues 
collected). Disbursements, $27,541, in- 
cluding $10,000 invested in Lake Erie 
and Western bonds.) Present active 
membership, 1,672. Mr. Giese fulfilled 
the duties of secretary in avery efficient 
manner, and his courtesy and indefati- 
gable efforts earned him the esteem of 
both delegates and visitors. 

The comptroller of the currency, James 
H. Eckels, was then introduced and deliv- 
ered the following address to an interest- 
ed and appreciative audience. 


The Banks and the Crisis. 


Recent extraordinary financial events described— 
Bankers have coped with situation with masterful 
skill—Complete return to financial health barred 
by distrust as to currency—Banking interests 
should be heard in solving problem—'The lessons 
to be learned from the season of disaster. 


Doubts have arisen in my own mind as to the 
propriety of one who is not a practical banker 
undertaking to discuss before an assemblage of 
experienced men questions bearing upon the 
conduct and operation of banks. And yet, be- 
cause of the official position which happens to 
be mine, it is not inappropriate that I should be 
here, if for no other reason than to form your 
personal acquaintance. Nor is it impossible 
that from the vantage ground of having under 
the law the supervision of a system of banking 
which embraces within its fold almost 4,000 na- 
tional banks, capitalized to the extent of hun- 
dreds of miilions of dollars and having within 
their keeping more than three billions of the 
people’s money, I might utter something of 
benefit gathered from an experience which, if 
brief in space of time, has at least been ‘big 
with events ” in the history of American bank- 
ing. 

It is no exaggeration of statement to say that 
the happenings of the months past from May to 
September, must be accounted the most remark- 
able in every phase of financial bearing ever 
experienced by the American people. 

Heretofore in our financial distresses the test 
of solvency has always been applied to store and 
factory, to great industrial enterprises and rail- 
way corporations, but within the period of these 
months an affrighted people, fearful of the re- 
sultant effects of a financial system vitiated by 
ill-advised and ill-considered legislation, became 
for the first time doubtful of the distinctively 
financial institutions of the country, the banks, 
and as a consequence a steady drain upon de- 
posits was begun until, within the period of two 
months, from May 4 to July 12, from national 
banks alone had been drawn out more than 
$193,000,000, and from state, savings and pri- 
vate ones, a sum as great, not for purposes of 
trade orinvestment, but to lie in wasteful idle- 
ness, thus rendering the soundest institutions 
helpless and a complete currency starvation in 
the midst of absolute plenty. These months 
witnessed the closing of more than 150 national 
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banksand not less than 500 state, savings and 
private ones, many of which, under ordinary 
circumstances, would have been solvent, and 
under fostering care and improved conditions 
have reopened their doors for business again to 
enjoy the confiderce of the ones most doubtful 
of them. 

To-day, so greatiy has the situation changed, 
that having in mind the past, both in the sever- 
ity of the strain undergone and the long contin- 
uance of it, it would be in the light of present 
conditions both unfair and unjust to denv that 
the bankers of this country have exhibited mas- 
terful skill in coping with a situation rendered 
complex beyond anything heretofore known by 
the withdrawals of 
currency by deposit- 
ors on the one hand 
and the pleadings for 
assistance on the part 
of merchant and man- 
ufactureron theother. 
The course pursued 
has caused no depos- 
itor to complain, while 
the generous treat- 
ment of mercantile 
interests in extension 
of credit and renewal 
of paper has prevent- 
ed a panic in other 
directions, the far- 
reaching effect of 
which cannot be esti- 
mated. 

But while boasting 
of this new evidence 
of the ability of our 
people to withstand 
the severest of finan- 
cial ailments, it will 
not do to count too 
much upon the pro- 
gress made toward 
recovery and the re- 
cuperative powers 
shown. Complete re- 


turn to financial health cannot be had, so long 
as the first great cause which covered all thelanc 
with doubt and uncertainty and filled the 
people’s minds with fear as to the stability of 
our financial institutions yet remains to plague 
the lines of business, create distrust at home 
and abroad as to the value of American securi- 
ties, and bring to naught the efforts of those who 
whoin them dstof present disasterand threatened 
ruin, yet maintained full faith in the coming of 
better times. Until our financial laws accord 
with those that govern the world’s trade, our 
currency takes on a uniformity and elasticity 
that now are lacking, and our people are rid of 
the pernicious doctrine that money which is 
cheap and plenty is a blessing and a source of 
wealth instead of a curse and a cause of financial 
panic and ultimate poverty, we cannot but ex- 
pect at stated periods the return of conditions 
such as have and dostill threaten us. 
BANK INTERESTS DESERVE A HEARING. 
But it is ssid that in bringing about a differ- 
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ent and other set of financial laws the banking 
interests must hold aloof. It is a striking illus- 
tration of the extent to which unreasoning 
passion and prejudice have crept into our 
politics that in the present emergency which 
confronts the country bankers are compelled to 
hesitate as to the advisability, from the stand- 
point of prudence, of urging actively the repeal 
of the measure which stands confessedly as the 
source in the largest degree in past disasters 
and a dire menace to future prosperity. Surely 
the banking interests of the country are vast 
enough and of sufficient import to warrant a re- 
spectful hearing and careful consideration with- 
out arousing either the passions or prejudices 
of any fair-minded 
citizen of the repub- 
lic. It may be that 
bankers are selfish, 
but not more so, | 
venture, than men in 
other walks of life. 
Sure y not more so 
than the silver inter- 
ests which to-day in- 
veigh the most loudly 
against them, and 
yet, with an incon- 
sistency so marked 
that ‘the who runs 
may read,” are with 
selfish indifterence to 
the public good not 
only blocking the 
wheels of legislation 
at Washington, but 
unmindful of the 
voice of people and 
of press are making 
the fundamental prin- 
ciple of our govern 
ment, the right of ma- 
jority to control, ‘‘a 
hissing and a by- 
word,” that their own 
selfish purposes may 
find fruition in legis- 
lative enactment that will compel the govern- 
ment to be the special patron of their special 
product. 

These critics who would debar the banker 
because of the business in which he is engaged 
from being heard in grave questions of financial 
policy that engage the law-making powers seem 
to forget that bank stocks are notall held in cities 
by capitalists and merchant princes, but that 
every town and village boasts of its banks, the 
stock of which is owned by men of moder- 
ate means, by merchants, farmers, and me- 
chanics. 


ECKELS. 


PROTECT THE PEOPLE’S INTERESTS. 

They torget that the deposits placed in the 
custody of bankers of the country are of the 
many and not the few who intrust to them their 
earnings and expect of them a watchfulness that 
no financial disaster through legislation or other- 
wise shall ensue. And because of this they 
would be derelict in the discharge of a duty 
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which they owe toaclientele larger in number, 
more widely scattered, embracing more classes 
and conditions of people, and possessed of 
greater aggregate wealth than any special in- 
terests within our borders, if they did not at 
such time as this, with all the power at their 
command, insist that the rights of those whose 
interests have been placed with them were pro- 
tected from the wasting influence of harmful 
laws Therefore, when these dangers to the 
public good are upon us, let no banker hesitate 
to discharge his trust because of the utterance 
of some demagogue striving to win the votes in 
coming elections, but, having an abiding faith 
in the fairness ot the American people, let him 
give utterance to his views through speech, pe- 
titions, or the columns of the press upon every 
financial proposition that is under consideration, 
discussing it not from the standpoint of the shop, 
if | may be permitted to use such a phrase, but 
upon the broader ground of public good and 
sound economic principles, and he may rest as- 
sured the time will speedily come when the in- 
terests of the bank will be treated by our public 
men as dispassionately as that of any other 
business institution 

But what shall we learn from all this season 
of disaster? It was but yesterday that a dis- 
tinguished citizen of the republic gave utterance 
to the statement that the disasters through which 
the people have just passed, costly as they have 
been, would not have been toodearly purchased 
if from them there should be gathered sufficient 
wisdom to avoid in the future the errors which 
brought them upon us. The bankers of the 
country ought to gather some lessons from it 
all, I am sure some were not as strong to with- 
stand the drafts made upon them as they would 
have been had they kept in mind, in times of 
great prosperity, the necessity of so banking as 
to be prepared for times of financial stringency. 
Competit'on for business is carried to the danger 
point by many, and the desire to secure a large 
business has led to the taking of risks not con- 
sistent with prudeut methods. 


EXCESS OF SPECULATION, 


Not less a source of weakness has been the 
fact that to too large an extent has been carried 
the paper of those engaged in purely speculative 
enterprises, the value of which is at the best 
largely fictitious and in timesof great depression 
is worthless, and when to this is coupled the 
further fact that there is too little tendency on 
the part of banks to distribute their loans and 
too great desire to place them with large corpo- 
rations the reason is not wanting for many sus- 
pensions and not a few failures. It is a source 
of constant complaint on the part of the national 
banks that it was unreasonable to hamper them 
by limiting their loans to 1o per cent of the 
amount of their capital stock, but the events of 
the last months have demonstrated the wisdom 
of that provision and makes more strong the be- 
lief that a more strict adherence to it would 
make the banks stronger instead of weaker when 
threatened by financial panic. No section of 
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law is so frequently violated and in none is there 
so great safety for careful banking. 

In conclusion, Mr. President, let me say that 
the greatest safeguard to the banking interests 
must always rest in the wisdom, the high char- 
acter, the absolute integrity of those who man- 
age and conduct these institutions, whether they 
be national, state or private. The officers of the 
law must look to them for constant aid, and if 
mindful of the law and regardful of their duties 
towards those who have placed faith in their 
probity there need be little fear of dangerous 
banking or dishonest dealings. 


Following the comptroller of the cur- 
rency, Mr. George A. Butler, of New 
Haven, Conn., addressed the convention 
at length upon the subject of banks and 
the currency, and submitted 


A Practical Plan of Banking and Cur- 
rency. 


Mr. Butler’s argument involved an 
elaborate review of currency essentials. 
His proposed plan is comprehended in 
the following extract from his address: 


I have on several occasions urged an amend- 
ment of the national banking act in such a way 
as to give more flexibility to the currency, and I 
feel confident that the holders of the notes will 
be as well protected as they ever have been. 

First—Repeal the section requiring a deposit 
of bonds to secure the notes. 

Second—Issue to the banks notes, say to 80 
per cent of their capita!. 

Third—Permit no notes of a denumination 
less than $10, unless the smaller notes are fully 
covered by coin. 

Fourth—The banks to keep a reserve in 
specie to the amount of 25 per cent of the notes 
issued. 

Fifth—Place a tax of one-half of I per cent 
on the circulation as a safety fund, out of which 
the notes of any bankrupt bank may be paid in 
case the assets of the bank are not sufficient to 
pay all debts of the bank. 

Sixth—Remove the Department of the Con- 
troller of the Currency tothe City of New York; 
the 25 per cent reserve fund to be kept there 
also, 

Seventh—It would be well to fix the amount 
of capital that a bank should have if it is to 
issue notes. It should be sufficiently large to 
be a guarantee of the good faith of those en- 
gaged in it. Two hundred thousand dollars 
will not be unfair to any place desiring a bank. 

Eighth—Before issuing a certificate authoriz- 
ing a bank to begin operation the controller of 
the currency should makea careful examination 
as to the means and character of all of those 
proposing to start a bank, 
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Iam not proposing anything thatis new. I 
am merely again, under more favorable condi- 
tions for acareful hearing, proposing that which 
on several occasions and many years ago I con- 
tended must be the ultimate settlement of the 
currency question. Under such a plan as is here 
contemplated not one dollar would ever be lost 
to the holders of bank notes. A recapitulation 
will conclusively show that there is not the least 
need of deposited collaterals for the notes. 

_ First—There will be the capital and surplus of 
_ the banks. 

Second—The liability of the stockholders to an 
amount equal to the par value of the shares 
owned by them. 

Third—The circulation would be for only 80 
per cent of the paid in capital. 

Fourth—There will be the coin reserve for 25 
per cent of the whole amount of the notes is- 
sued, the amount of which will always be great- 
ly in excess of the amount at any time actually 
in circulation. This reserve reduces the amount 
for which resort to the assets of the banks must 
be had in case of failure to 60 per cent of the 
paid-up capital. 

Fifth—And _ finally, there will be added to the 
security mentioned the safety fund, which will 
always be accumulating, out of which the notes 
of an insolvent bank can be paid in the event 
resort to other means should be inadequate to 
their full payment. 


The next paper was a very interesting 
one, prepared and read to the conven- 
tion by Mr. Allen Ripley Foote of Wash. 
ington, D.C., being 


A Plea for a Sound Currency and 
Banking System. 


Mr. Foote said: 


There is no truer standard by which to test 
the monetary honesty and intelligence of a 
people than that furnished by discussions of the 
currency and banking system by means of which 
it effects its exchanges. 

Honesty and intelligence are an indispensable 
foundation for a sound ethical, economic cur- 
rency or banking system; for good character; 
for confidence; for credit; for industry; for com- 
merce; for progress and for prosperity. Men 
must have intelligence enough to understand 
and honesty enough to obey the moral law, be- 
fore they can understand and properly apply 
economic law. Men must understand and will- 
ingly obey the requirements of economic law, 
before they can properly formulate and intelli- 
gently adopt a sound currency and banking sys- 
tem. 

All departures from these fundamental prop- 
ositions are factors of error. The possibility of 
error creates doubt. Doubts destroy confidence. 
The destruction of confidence destroys credit. 
The destruction of credit destroys the value of 
the instruments of banking by means of which 
exchanges are effected. The destruction of the 
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medium of exchanges destroys commerce. The 
destruction of commerce destroys industry. The 
destruction of industry destroys the opportunity 
to labor. The power of a laborer to produce by 
the labor of a day more than is required for the 
support of his life for a day is the power by the 
use of which property is created. The destruc- 
tion of the opportunity to labor prevents the 
creation of property, arrests progress and causes 
adversity to displace prosperity. 

The certainty of reward induces diligence, 
energy and skill. The certainty of the undis- 
puted enjoyment of savings, profits and incre- 
ments, induces care, thrift and prudence. These 
are the factors of prosperity for every individual 
from the lowliest laborer to the wealthiest cap- 
italist. These are the foundations of character 
and of property. 

All discussions of the economic principles in- 
volved in systems of industry, commerce, cur- 
rency or banking must deal with the twofold 
acquisitions of life, character and property. The 
moral law teaches honesty asa principle. The 
economic law teaches honesty as a practice. 
Honesty intelligently practiced is the most help- 
ful condition that society can formulate for the 
welfare ot the lowliestlaborer. Honesty intelli- 
gently practiced is the most potent protection 
that society can formulate for the security of 
property. A plea for such a revision ot cur- 
rency and banking legislation as will bring its 
underlying principles and the daily practice of 
the people into strict accord with the divine law 
of morals and the natural law of economics, isa 
plea for the promotion of the welfare of all who 
labor and save, and for the security of the prop- 
erty created by their savings. A currency and 
banking system so founded is indispensable to 
progress and prosperity. It will secure for the 
laborer the opportnnity to labor by furnishing 
the means for his support while he is engaged 
in the processes of production. It will reward 
his labor by enabling him to retain his honest 
share of the joint product of labor and capital. 
It will satisfy his desires by effecting the ex- 
change of the surplus commodities created by 
his labor for commodities created by the labor 
of others, and will thus enable him to command 
for the supplying of his wants, the enhancement 
of his comfort, the enjoyment of his hours of 
rest, the world-wide resources of industry and 
commerce. The man most directly and vitally 
interested in the formulation and adoption of a 
sound system of American currency and bank- 
ing is the American laborer. 

All history is a record of an irrepressible con- 
flict between good and evil. The battlefields 
change, but the underlying principles are 
changeless. History shows that in each period 
some question pregnant with far-reaching and 
vital issues for the welfare of mankind reached 
maturity and demanded settlement. It also 
shows that the settlement of such a question ab- 
sorbed the entire talent, energies and resources 
of the people. For this reason, other questions 
of gathering force and of equal importance are 
compelled to remain in abeyance until the ques- 
tion demanding settlement can be dealt with 
and settled, and until a period for rest and re- 
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cuperation can be enjoyed, In the life of hu- 
manity, principles and events are the real fac- 
tors, men are incidents, We may wishfully call 
for peace, but there is no peace. 

A question that was held in abeyance during 
the conflict for American political independence, 
and the conflict for the integrity of the republic, 
has now reached maturity and stands in the 
pathway of our progress and prosperity demand- 
ing settlement, It is the question of the formu- 
lation and adoption of a sound American cur- 
rency and banking system. This question is as 
far-reaching in its consequences, as pregnant 
with good or evil for the welfare of the people, 
as was any question that has been solved by our 
predecessors. In the conflict now taking form 
the forces of good and evil are being marshalled 
under two star dards of value; the dollar of gold 
representing a gold dollar's worth of honest 
labor, and the dollar of arbitrary power repre- 
senting the fiat of government. The one is 
founded on the sound economic principle of 
self-help, the other is founded on the economic 
fallacy of state socialism. Self-help is founded 
on diligence, energy and skill employed in the 
labor of production, and on savings, profits and 
increments massed and employed as capital in 
furnishing the tools and supplying materials for 
production. There is but one honest way in 
which a laborer can prosper, and that is by pro- 
ducing more than he consumes and owning the 
difference. By no possibility can his margin 
for saving be honestly increased by the inter- 
ference of the state. If the state increases the 
margin for saving for any man it can be accom- 
plished only by arbitrarily transferring a portion 
of the savings of some otherman to him. Such 
action violates the requirements of honesty and 
cannot be approved by those who are honest 
and intelligent. Repugnant as the teachings of 
State -ociaiism are tothe spirit and the purposes 
of the republic, much has been done under 
cover of the authority of national legislation to 
give them practical effect. Such legislation is 
evidence that the people,though honest-minded, 
have not been rightly informed by their politi- 
cal teachers. 

Whenever monetary legislation becomes de- 
structive of the prosperity of a people, it is evi- 
dent that such legislation does not accord with 
the requirements of natural economic laws. 
Acts of congress or of state legislatures may 
made a monetary system legal, but if it be in 
conflict with the requirements of natural econ- 
omic laws, the time must inevitably come when 
natural laws will vindicate their sovereignty 
over man-made laws and will exact a penalty 
for the economic crime committed. From the 
payment of such a penalty, no pleaof ignorance, 
no proof of good intentions, no exhibit of honest 
labor can save. A vivid illustration of this 
truth is found in the attempt to establish the use 
of a fiat currency, through a large monthly pur- 
chase of silver bullion and the issue of silver 
certificates in payment for the same, which, to- 
gether with our large stock of over-valued silver 
coin is redeemable in gold. So long as these 
certificate issues and this coin are not redeem- 
able in the commodity for the purchase of which 
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they were created, or, so long as the commodity 
bought cannot be sold to obtain the gold with 
which to redeem the promise made, the entire 
issue of silver certificates and silver coin is fiat 
currency. Intelligent men know that the gov- 
ernment, vast as its resources may be, cannot 
continue the policy of issuing fiat currency re- 
deemable in gold indefinitely. They know that 
as a final result of such a policy the day must 
come when the government cannot redeem its 
fiat currency in gold. They know that when 
that day comes the question will be forced upon 
the people of making choice between stopping 
all purchases of silver in order to maintain a 
gold standard of values, or making silver certi- 
ficates and silver coin redeemable in silver only, 
and, as a logical result, the adoption of the free 
coinage of silver and ofa silver standard of 
values. The doubt as tothe outcome of this 
question has destroyed confidence, credit, com- 
merce and industry. The loss so caused is 
enormously greater than the entire value of all 
the silver bullion ever produced in the United 
States. This loss falls on all classes of the 
people. To-day, the laborer pleads in vain for 
employment on full time at his former high rate 
of wages; in vain the farmer, the planter and 
the manufacturer seek a market for their prod- 
ucts at former high prices; in vain merchants 
and investors plead with you, the bankers ot 
this country, to accept their securities for dis- 
counts at former high quotations; in vain you 
watch for the inflow of currency at your receiv- 
ers’ desks which will enable you to make the 
discounts demanded for the healthful exchanges 
of commerce. ‘There has been a wide departure 
from the funzamental requirements of a sound 
currency, and the penalty exacted with merci- 
less impartiality trom laborers, farmers, plant- 
ers, manufacturers merchants, investors and 
bankers, is the cost of the error. From such an 
assessment, made by the logic of events, no 
plea of ignorance, no proof of good intentions, 
no exhibit of honest labor. has saved or can 
save, 

The cost of education through experience is 
enormous. It is necessary because society has 
not learned that it is as vitally important to dis- 
seminate correct economic education for the pro- 
teciion of prosperity, as it is to enforce well de- 
vised sanitary regulations for the protection of 
health. When the disseminator of unsound 
economic teachings is recognized and isolated 
as the distributor of the seeds of contagious dis- 
ease, honest labor will prosper beyond the pres- 
ent conception of its most devoted advocates. 

Our national monetary legislation is founded 
upon an economic fallacy. Such fallacies are 
most successfully urged by sincere and earnest 
men,who, through ignorance, seriously promote 
unsound currency measures for no other reason 
than a devout desire to lighten the burdens and 
brighten the lives of those whose labor secures 
for them the least comfort and happiness. The 
time was when all evii was ascribed to the evil- 
minded seeking the destruction of the good. To- 
day the fact is recognized that a large measure 
of evil results from the uniformed, or the wrongs 
y informed acts of the well-meaning. 
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a tremendous gain for the intelligent discussion 
of economic questions. 

All history is an object lesson. It is the ex- 
treme of folly to fail or to refuse to learn the 
lessons taught by the experience of others. The 
errors of those who have preceded us, in so far 
as they were errors in an original course of ac- 
tion, were the necessary cost of experimental 
work. Such work having been once done and 
paid for, and its results duly recorded, we 
should profit by it. We have no right to ac- 
quire an education through the costly and se- 
vere process of our own experience, that can be 
gained with small outlay from the experience 
of others. We will not do su if we read history 
and make correct deductions from its records. 


ALLEN RIPLEY FOOTE, 

Those who study history know that the mone- 
tary disasters and distress that we have recently 
suffered and are now suffering from, are abso- 
lutely without cause or reason except that which 
exists in unsound monetary legislation of our 
own enacting. The enactment and the further 
continuance of such legislation is a stupendous 
blunder. These disasters and this distress are 
as inexcusable as would be the spreading ot a 
loathsome contagious disease through a failure 
to observe well devised and widely published 
rules for the protection of health. The people 
of this country now have serious and urgent 
reasons for studying the fallacies of our mone- 
tary system with the view of eliminating them. 
Our currency and banking system requires re- 
modeling in the light of our recent experience 
and the teachings of history. This is the most 
urgent demand of our times. The organizers 
of the United States government wisely made 
no provision for the issue of currency by the 
general government. The legislation of the 
several states exhibits no attempt to develop a 
sound and uniform currency and banking sys- 
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tem. We enjoy rich blessings bequeathed to us 
by our fathers, but we are called upon to deal 
with questions that had not reached maturity in 
their day. The only way in which we can en- 
joy to the full the good results secured for us by 
past conflicts, isto maintain every advantage 
and to advance the line of civilization. This it 
is our privilege and our duty to do. 

To secure the results of experience requires: 
(1) An accurate knowledge of the facts; (2) the 
power to make correct deductious, from these 
facts; (3) a detailed knowledge of the existing 
and prospective conditions of the people for 
whose benefit the deductions are made; and (4) 
a sound judgment as to the most helpful form in 
which to make practical application of the know- 
ledge gained History furnishes the records of 
experience, existing conditions the material to 
be worked upon, and the possibilities of the 
future the measure of expansive adaptability 
required. 

Natural economic laws govern international 
commerce. The currency of international com- 
merce is based upon commodities, the value of 
which is measured by the international standard 
of value—gold bullion. Commodities are money. 
Currency is the evidence of their ownership, in 
the form ot a promise, to make delivery on de- 
mand. Ip the deep, true meaning of the term, 
money has never been, nor can it ever be cre- 
ated except by labor. The standard money of 
the world obtains its value and its use from 
causes over which no government exercises 
control, It is a currency upon which no govern- 
ment has ever fixed its stamp. It is that form 
of money which, when paid to the laborer, will 
buy for him to-day and willalways buy for him, 
at his home or in any place to which he may 
carry or send it, the labor of others equal in 
value with his own labor which he gave for the 
money he received. This is the only form of 
standard money that honesty and intelligence 
can permit to be used. 

The question of what shall be the currency 
and banking system of this country has never 
been discussed in its entirety as an independent 
issue and submitted to the people for their adop- 
tion as an independent measure. In the past, 
the industrial, commercial and financial irter- 
ests of the country have been required to adjust 
themselves to the demands of party politics. 
This has resulted in the unsound legislation 
from which we are now suffering. No better 
reason than this can be given for calling upon 
representatives of the industrial, commercial 
and financial interests of the country to formu- 
late by concerted action a sound American cur- 
rency and banking system, and then to require 
political parties to adjust themselves to iis adop- 
tion as a fundamental demand for the public 
welfare. The retardation of the currency and 
banking question by the exigencies of the past 
was necessary to its maturity. The date of its 
maturity has arrived. It must now be dealt 
with and correctly settled before the people of 
this country can again enjoy an era of sclid 
prosperity. 

The present national currency and banking 
system was devised under stress of war neces- 
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sities when the people were divided by antag- 
onistic interests, clashing in deadly conflict. 
With such an origin it was inevitable that the 
system should fall short of fully responding to 
the requirements of the whole people when 
united in the pursuit of the vocations of peace. 
Its fatal source of weakness isin its diminishing 
foundation, the national debt. Thesystem con- 
tracts instead of expanding in response to the 
growing needs of a prosperous and an_ increas- 
ing people, and thus checks their prosperity and 
growth. The processes of contraction on the 
one hand and of growth on the other hand, 
have now reached a limit beyond which 
they cannot go without producing disas 
ter. For this reason there is an urgent demand 
for a far-reaching revision of currency and 
banking legislation. During the absence of a 
sound, practical and uniform system of state 
banking, that will maintain every currency dol- 
lar issued at par in gold values, in the hands of 
all holders, at all times, and wherever they may 
be, the ability of national banks to supply a 
sufficient amount of a sound and a satisfactory 
currency, which has been immeasurably superior 
to any currency formerly supplied by state 
banks when they were in unrestricted operation, 
has been a blessing of high value to the people 
of this country. In this manner the people have 
profited by their experience with state bank cur- 
rency, and have willingly preferred to perpetuate 
the national banking system, rather than to de- 
prive themselves of the use of the universally 
recognized and sound currency issued by na- 
tional banks, that has never failed to be worth 
par in gold values, since the resumption of specie 
payment, nor has ever caused a loss to any 
holder. This is an instance in which instinct 
has been stronger than reason. The people 
seem to know instinctively that state bank cur- 
rency would drive national bank currency out 
of use, in obedience to a natural law that en- 
ables poor currency always to drive good cur- 
rency out of circulation. While practicaily 
recognizing this law by protecting themselves 
from its operation through continuing the sup- 
pression of state bank currency, some people do 
not appear to understand why overvalued silver 
currency drives gold out of circulation, and 
they clamor for the continued use of silver as a 
standard money of the country 

There is a real and a growing necessity for a 
sound currency that will automatically respond 
to the growth and varying needs of the different 
sections of the country. Such a demand is now 
taking form and will gather force until it is sat- 
isfied. The danger in this demand is found in 
the false deductions, from the issue by the gen- 
eral government of legal tender paper currency 
and of national bank currency, made by the un- 
informed, who lead their followers into advoca- 
ting unsound currency measures. Viewing the 
whole subject of currency legislation in its en- 
tirety, it is apparent that the time has come 
when it must be dealt with in every feature and 
detail, before the affairs of industry and com- 
merce in this country can again rest upon a 
stable and sound foundation. In view of all 
conditions, present and prospective, which in- 
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volve questions pertaining to bank currency,the 
dictates of duty and of wisdom conspire to cause 
those who are capable of discussing such ques- 
tions with broad freedom and true patriotism to 
assume the task of devising and fitting for 
practical adoption, a currency and banking sys- 
tem that will automatically respond to all re- 
quirements for a sound national and local cur- 
rency, and that will maintain every dollar issued 
at par in gold value, so long as it shall remain 
in the pockets of the people. When this is done, 
the acts of strained legality, made necessary by 
the exigencies of the past, can be safely repealed, 
as the scaffolding is torn away from a completed 
structure, revealing its beauty and strength, and 
opening it to itscareerof usefulness. Until this 
is done, those acts must stand for the protection 
of the people. To do this properly, the records 
of experience must be searched and their lessons 
carefully learned by sound reasoners capable of 
making correct deductions from the facts of his- 
tory. A clear and correct conception of the true 
functions of banks and of the meaning and uses 
of their instruments of exchange, such as cur- 
rency, notes, checks, drafts, bills of exchange, 
letters of credit, etc., must be formed and 
brought to the knowledge of the people, showing 
that none of these are money nora standard of 
value; that they are simply a means of using 
credit for effecting cxchanges at gold coin values 
without the use of coin; that they increase the 
convenience with which business may be trans- 
acted, and tend to give to each individual the 
use of credit, wherever he may be. The useful- 
ness of banks v ust be shown to consist in per- 
forming the exchange functions of currency, 
without creating values, and in aggregating, 
subdividing and making available the funds of 
those who have capital to loan for the purpose 
of placing it at the command of those who, by 
reason of their ability to profitably employ more 
capital than they possess, are, and can afford to 
be, responsible borrowers. 

But little thought will be required on these 
lines to show, while certain well-defined objects 
should be the common aim of all currency and 
banking laws, that there must be as wide differ- 
ences in the business transacted under them as 
there are wide differences in the occupations of 
the people. While the aim is to afford the high- 
est obtainable maximum of utility with the low- 
est obtainable minimum of danger, without 
over-stimulating trade or departing froma stable 
standard of value, the fact must be recognized 
that this desideratum cannot be reached if the 
system is wholly devised within the limits made 
necessary by the present national laws for uni- 
versal application. The national banking sys- 
tem must be perfected as an issuer of currency 
so that all United States government paper cur- 
rency may be retired, and it must be supple- 
mented by an auxillary and uniform system of 
local banks of issue through which a natural 
automatic conjraction or expansion of local cur- 
rency will take place in exact respon-e to all 
local requirements. The total absence of all 
state banks of issue creates an opportunity to 
construct a banking system entire. 

No attempt has been made to exhaust this 
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subject in a paper limited as this must be. I am 
content on this occasion simply to indicate the 
wide and comprehensive scope that must be 
given to its consideration, and the results of 
high utility that may be obtained. I hope suf- 
ficient has been said to justify my claim that 
there is nothing in the nature of things to pre- 
vent the people of this country from devising, 
carrying into operation and enjoying to the ut- 
most the most stable, the soundest and the most 
automatically adjustable currency and banking 
system in the world; a system by means of 
which we can gain and can maintain our finan- 
cial independence. To such a consummation 
all patriotic and well-informed citizens can af- 
ford to contribute their suggestions and sup- 
port. 

Such a work cannot be successfully under- 
taken by politicians who retain power by beguil- 
ing the people into the belief that their party has 
always been sound on questions of finance, no 
matter what the party platforms may say, or 
what financial measures may have been enacted 
by party votes. It can be well done only by 
those who have the patience and the courage to 
formulate a system which will be the best they 
can devise, done as they would write it if there 
were no obstacle in the way of its adoption as a 
whole, and as they would have it stand if its 
adoption were entirely within their own power. 
By so doing they will place before the people a 
model of excellence, the best that human wis- 
dom can create. They will erect a standard of 
value by which all proposals pertaining to cur- 
rency questions can be measured. They will 
centralize discussion on this standard. This will 
educate the people to an appreciation of its ex- 
cellence, a process that must be gone through 
with before it can be intelligently adopted. By 
this means the people will be greatly benefited 
through the general monetary knowledge they 
will acquire, and by the well-considered, sound 
and adjustable currency and banking system 
which will result from such procedure. Such 
work will simplify the labor necessary to secure 
final success by clearly indicating the obstruc- 
tions that must be overcome, and the special 
points regarding which there isthe most urgent 
need to disseminate correct information. 

Work of this character is particularly fitted 
for the American Bankers’ Association. A spe- 
cial committee appointed by this association tor 
such a purpose will undoubtedly receive the 
recognition and active co-operation of all indus- 
trial, commercial and financial organizations in 
the several states, on the request of the associa- 
tion, asking the election by them of one or more 
persons to represent the industria!, commerc al 
and financial interests of the state as members 
of a national monetary commiss on,and to name 
others to be conferred with as its advisors. 
Such a commission will have no party political 
significance or authority. Its spirit will be 
patriotic its aims beneficent, its methods broad 
and comprehensive. It should have sufficient 
character and influence in its prrsonnel,through 
representing the material, rather than the polit- 
ical interests 0’ the people of each state, to se- 
cure such changes in constitutions and legisla 
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tion, national or state, as may be required for 
the complete adoption ofthe currency and bank- 
ing system it may recommend. Its office will 
be to formulate the best system of currency and 
banking of which it is capable for the advice 
and information of the whole people, and to 
point out the changes necessary to be made in 
national and state legislation to clear the way 
for its adoption. Pending its deliberations and 
the publication of its findings, the fact of its ex- 
istence and a general knowledge of its work 
and progress will exert a powerful restraining 
influence on the activity of ill-advised currency 
tinkers, and will tend to secure for the people a 
period of rest much to be desired after the 
frightful financial strain which they have re- 
cently sustained and from which they are still 
suffering. 

Such an effort cannot fail greatly to improve. 
if not actually to define the final torm which a 
settlement ot the monetary questions now de- 
manding to be dealt with will assume. It ought 
to profit by the experience of older nations, and 
to result in developing and carrying into prac- 
tical operation a system of currency and bank- 
ing that will be best in its fundamental prin- 
ciples and working methods; best in its flexi- 
bility and ready adjustment to the needs of the 
people in all sections of the country; best in 
strength and helpfulness to industry and com- 
merce; best in its power to conserve and prop- 
erly apply to usetul work the surplus energy of 
all productive employments; best for the gen- 
eral welfare and highest good of the whole peo- 
ple; without a peer in the history of nations, a 
new manilestations of the power, prestige and 
glory of a republic, founded by men whom we 
honor, preserved by men whom we admire, and 
enjoyed by men able to perpetuate and totrans- 
mit untarnished, with an added contribution of 
their own of equal value, all the good in their 
inheritance, for the benefit of their successors, a 
model of excellence for all nations. 


At the close of Mr. Foote’s address, a 
set of resolutions prepared by him were, 
at his request, read to the convention 
by Mr. George S. Coe of New York, 


For a Monetary Commission. 


WHEREAS, There is a widespread and well 
founded belief that the monetary disasters and 
distress that the people of this country have re- 
cently suffered and from which they are now 
suffering, are without cause or reason, except 
that which comes from unsound legislation, and 

WuereEas, The penalty for a departure from 
the fundamental requirements of a sound cur- 
rency and banking system is exacted with mer- 
ciless impartiality from all classes of the people 
and by causing the destruction of the oppor- 
tunity to labor preventsthecreation of property, 
and induces adversity, it is clear that those 
most directly interested in the formulation and 
adoption of asound system of American cur- 
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rency and banking are American laborers; and 

WHEREAS, The question of what should be the 
currency and banking system of this country 
has never been discussed and submitted to the 
whole people united in the pursuit of the voca- 
tions of peace for their adoption as an independ- 
ent measure it is evidence that this should now 
be done in order that our currency and banking 
system may be intelligently remodeled in the 
light of recent experiences and the teachings of 
history; and 

WuHereas, This question underlies every ma- 
terial interest of the whole people, is far-reach- 
ing in its consequences for individual and public 
welfare, and is a question that must now be 
dealt with and correctly settled before the peo- 
ple of this country can again enjoy an era of 
solid prosperity, and for this reason it is the 
most urgent question of our times; and 

WHEREAS, This question can best be dealt 
with by those who are identified with the mate- 
rial interests of the whole people rather than by 
those identified with political policies; be it 

RESOLVED, First, that a special committee 
consisting of one member from each state and 
the District of Columbia be appointed from the 
membership of this association to effect the or- 
ganization of a national monetary commission 
that shall be a representative body to act for the 
industrial, commercial, and financial interests 
of the whole people, for the purpose of consider- 
ing, formulating, and reporting for adoption by 
congress and the legislature of the several 
states a sound American currency and banking 
system. 

Second, that said committee is authorized and 
directed to invite in the name of this association 
the co-operation of each independent national, 
state, and local organization representing labor, 
professional, insurance, telegraphic, transporta- 
tion, industrial, commercial and financial inter- 
est by the election of delegates to act for their 
respective organizations as members of this 
commission upon such plan of representation 
and payment of dues by the respective associa- 
uions represented as a provision for the expenses 
of the commission as the committee on organi- 
zation may determine. 

Third, that, pending investigations and re- 
port of this commission, congress be and is 
hereby respectfully petitioned and requested to 
hold in abeyance the enactment of measures 
changing in any way the laws now in force per- 
taining to currency and banking, after taking 
final action on the bill pertaining to the purchas- 
ing clause of the silver purchasing act of July 
14, 18go. 


Mr. Coe cordially supported the reso- 
lutions. Under the rules they were re- 
ferred to the executive council with re- 


quest for immediate action. Mr. Coe, 


after the resolutions were disposed of, 


said: 


Remarks by George S. Coe. 


It is a striking fact in our financial history 
that expedients adopted by this nation under 
the sudden stress of civil war are those which 
more or less substantially remain to the present 
date, and, while every other evidence of that 
momeptous conflict has passed into oblivion, 
that which was hastily adopted and would seem 
most transient is really the most enduring. The 
power of government to enforce upon the people 
its own promises to pay something hereafter as 
equivalent to present payment of existing debts 
still remains in modified form as the fall legal 
tender money of the nation. A present value of 
service done by any one member of the com- 
munity does not even now fully meet a service 
of equal value done by another without the mys, 
terious and qualifying intervention of a govern- 
ment debt somehow interposed between them | 
While the government then without money 
freely omitted its obligation under the extrem- 
est pressure of war, its engagements were given 
out as imperatively demanded either in notes or 
in bonds until the lowest practicable point at 
which they could be used in payment of debt 
has apparently been reached. The happy 
thought was then suggested to the secretary of 
the treasury of repressing every other form of 
note circulation, and of uniting the bonds with 
the notes in a special and exclusive form 
of corporate obligations as may be de- 
sired for use by the country at large. The 
banks through the loyal states most willingly 
acquiesced in the proposed change. This 
combination proposed at that critical junc- 
ture proved a most conspicuous success, and 
gave immeasurable relief to the nation. All 
of this is past history. The question now 
naturally arises whether that exclusive organi- 
zation thus created for the special exigency has 
necessarily superseded every other form of cur- 
rency existing before the war and whether 
every system previously established has been or 
can be thus forever blotted out under the exist- 
ing conditions of our state and national com- 
pacts, and further, may the public debt be pro- 
longed simply to issue currency upon it, or may 
the amount be increased or diminished for this 
reason alone? Also is there not in the natural 
exchange of property passing through the hands 
of producers and consumers the real and funda- 
mental currency most required for all sound 
banking? Without discussing the real merits, 
all of these questions naturally forced them- 
selves into serious consideration by the able and 
suggestive paper of Mr. Foote and they will 
necessarily enter into the ciscussion of this con- 
vention. Aside from the great subject of coined 
money, which will doubtless be deemed of prime 
importance, the question of currency by which 
the exchanges of the whole community are 
chiefly made must demand the most serious 
consideration 

With the various forms of currency now exist- 
ing this comprehensive question cannot be has- 
tily disposed of without danger of adding an- 
other to the many forms that already prevail. 
Rather the attempts must be most diligently 
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made to create'a system that will take the place 
of all others, and if possible one that will emi- 
nently deserve national preference. 


Following the remarks of Mr. Coe, 
Hon. E, H. Thayer of Clinton, Iowa, 
read a paper upon ‘‘ The Construction 
of Good Roads a Matter of Finance;” 
and Mr, William C. Cornwell, President 
of the City Bank of Buffalo, then deliv- 
ered a very able and instructive address 
upon ‘‘ Currency Reform.” 

The closing address of the first day 
was delivered by Mr. Thomas B. Paton, 
of New York, editor of the BANKING 
Law JouRNAL; subject, ‘‘The Risks 
and Responsibilities of Banks in Sending 
Collection Items by Circuitous Routes.” 
Mr. Paton’s address is published in full 
in another part of this Journal. At its 
close, Mr. M. M. White of Cincinnati, 
said: 

‘* Mr. President, as Mr. Paton is in- 
terested in the subject of collections I 
should be pleased to suggest to him to 
prepare for us a paper upon the law of 
collections in the various states. The law, 
as you all know, widely differs through- 
out the states of the Union, and it is a 
matter of great interest to every banker 
who buys paper away from the place 
where his bank is situated,” 

Mr. T. S. Plowman, of Talladega, Ala. : 
“If that is a motion, I heartily second 

The President: ‘‘It is hardly a mo- 
tion, but is rather a suggestion to the 
executive council. However, the exec- 
utive council will take due notice of it.” 


SECOND DAY. 


At the opening of the second day’s 
proceedings, after prayer by Rev. Thos. 
Hall, President Rhawn was surprised by 
the presentation to him by Mr. George 
S. Coe, on behalf of the association, of 
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a beautiful ebony gavel mounted in ster- 
ling silver, bearing the inscription: 
‘*Presented to William H. Rhawn, 
President, by the American. Bankers’ 
Association,” together with the date of 
the convention. Mr. Rhawn expressed 
his deep appreciation for this evidence 
of the kindness and good-will of the as 
sociation. 

The executive council, E. H. Pullen, 
chairman, reported a resolution calling 
for the immediate repeal of the silver 
purchase clause of the Sherman bill; 
also one to the effect that speakers be- 
fore the convention should be limited to 
twenty minutes each; both of which 
were unanimously adopted. 

The Hon, Joseph C. Hendrix of New 
York then delivered the following ad- 
dress upon 


The Panic in Australia and the United 
States. 


In the year 1893 two countries, both new 
worlds, which have for many years been in evi- 
dence as possessing boundless resources and 
unlimited possibilities in the production of 
wealth, have put on the sackcloth of repentance 
and have covered their heads with ashes for 
their financial sins. The one is a pigmy among 
nations, the other is a giant. The relation be- 
tween the explosion of the new South Sea 
bubble in the Australian colonies of Victoria 
and New South Wales and the panic which has 
forced the Congress of the United States to 
meet in extraordinary session to apply a remedy 
for our financial ills by legislation is closer than 
mere coincidence. It is, of course, granted that 
our finances have felt the force of the Australiaa 
explosion, and that it was one of the disturbing 
influences at work with us, but it is not less 
certain that we have contributed by our finan- 
cial errors to give the pigmy the strong drink, 
under the influence of which he has fallen, and 
in his fall has tripped and almost upset the 
giant. Australia has had a period of financial 
intoxication. The world has no parallel to it. 
Four millions of people in that far away land of 
the kangaroo have been able, publicly and 
privately, to borrow about two thousand million 
dollars from the rest of the world, chiefly from 
England, and to get control of most of this vast 
capital during the time that this country was 
following the financial theories of owners of 
silver mines and turning its back upon the set- 
tled experience of civilized nations. Our folly 
was Australia’s opportunity. The foreign capital 
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which poured in upon us after the resumption of 
specie payments marked the opening of a period 
of prosperity in this country that was cut short 
by the creation of the Bland silver dollar. It was 
continued in Australia. and it has ended there 
with disaster. We sold our birthright for a 
mess of potage. Australia gotit and wasted it. 

The high promise of the ten years following 
the resumption of specie payments, in which 
period the surplus capital of Europe came to us 
so treely, was chilled by the threatening ad- 
vance of silver in our currencv, and the date of 
the heavy withdrawals of gold from the United 
States marks the beginning of the period of 
Australian inflation, There were two new and 
inviting fields for the capital which our laws 
were expelling. One was Argentina, the other 
Australia. Land booms, mining booms, and 
speculation of all kinds becames rife in Victoria 
and New South Wales. The tide of foreign in- 
vestment set strongly against the English 
colonies. A sort of patriotic fervor seized 
London to help develop English possessions. 
Money was so freely obtained for Australian 
public works, that it became a saying ‘‘that the 
masonry inside of some of the tunnels of the 
railways was carved and embellished in a most 
artistic and costly manner.” There was not 
population enough to properly employ the great 
influx of capital and banks were multiplied to 
receive it on deposit at interest. Branch banks 
were as thick as public houses in many remote 
place:, and runners and shouters were employ- 
ed to get business for them. The colonies of 
New South Wales, Victoria and Queensland 
vied with each other in floating loans. The 
governments built railroads, fine buildings, 
irrigated lands, and ostentatiously offered em- 
ployment so as to attract immigration. 

There were deposit agencies established in 
the United Kingdom for the various Australian 
banks, and the following table of quoted rates 
for deposits is a specimen of the bait dangled 
before the eyes of the British public, the ex- 
tract being from the ‘‘Scotsman” of May, 1892. 


Ore Two Three 
Year. Years Years. 
Per Per Per 

ent. 


City Bank, Sydney.... 
City of Melbourne Ban 
Colonial Bank of New Zealand.. 
Commercial! Bank of Australia.. 
Federal Bank of Australia....... 
London Chartered Bank of Aus- 


National Bank of New Zealand.. 
Queenslard National Bank 
Koyal Bank of Australia 


The Bank of New Zealand offers 2 per cent. 
for 5 years’ money. 

The following companies issue debentures at 
the rates named: 


Aust. Invest. Co., Ltd., 4 per cent. for 3 years, 4% 
per cent, for 4 and prem. 

Dalgety & Co., Ltd., 4 per cent. for 5 and 7 years. 

Goldsbrough, Mort. & Co , Ltd., 4% percent. for 5, 7 
and ro years, 4 per cent.debent. stock at £5. 
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Lond»n and Aust. Debenture Corporation Ltd., 4 
per cent. for 3 years, 4% per cent. for 5 years. 

McLean Bros. & Riggs, Ltd , 5 per cent. for 5 years 

Mod. Perm. Bdg. & Inv. Soc., 4% per cent. for 3 
years, 5 per cent. tor 5 years. 

Nat. Mort. & A. Co. of N. Z., Ltd., 4 per cent. for 3 
and 4 years, 4% per cent. for 5 and 7 years. 

N. Z. & River Plate L. M. Co., Ltd., 4 per cent. for 3 
years, 4'5 per cent. for 5 years. 

N. Brit. & N. Z. Inv. Co., Ltd., 44% per cent. fer 4 
years and upwards. 

Qnsld. Inv. & L M. Co., Ltd., 4% per cent. for 3 to 7 
years. 

Universal Per B. & Inv. Soc., 5 per cent. for 5 to 10 
years, 


The old maids of England fell in love with 
Australian fixed interest bearing deposits The 
banks dripped with fatness. Around them 
grew up every conceivable form of land, loan 
and finance companies, to make use of their 
spare cash. These companies issued shares 
which speculators pledged at the banks They 
created securities based on land and building 
booms, and these were put up as collateral. 
There was a high carnivalof speculation. Wan- 
dering players who had counted railroad ties 
out West got to Australia and became rich and 
famous. The Australian millionaire brushed 
against the silver king on the Strand, without 
stopping for mutual felicitations over the com- 
mon cause which enriched them both. There 
seemed to be noend to the confidence of the 
British public. When a speaker at a banquet 
given by the Mayor of Melbourne said that the 
motto there seemed to be ‘‘Money is no object,” 
the diners shouted with delight. The gold that 
had ceased to flow to America was seeking re- 
ward in a thousand and one schemes in that far 
off land, and the stories of fortunes quickly 
made in Victoria were on the tongues of gossips 
in the ale houses of London. 

A tickle public at last took warning. Argen- 
tina had proved a delusion and Australia passed 
under suspicion. There were deficiencies in the 
public revenues, and as this fact became known 
government loans were not so promptly taken, 
but as the interest paying banks in Victoriaand 
New South Wales were rich, there was still 
money enough to keep on, and the colonies ab- 
sorbed the surplus money at home and created 
floating debts. The first sign of weakness was 
when the Melbourne banks formed an alliance 
and agreed to raise the interest rate on fixed de- 
posits for twelve months to 5 per cent., and to 
refrain trom advancing any more on real estate 
security. The numerous financial companies of 
Melbourne whose advancing shares had made 
adventurers rich, began to tremble and land 
speculations began to experience hard times. 
Land tooms collapsed The supply of money, 
however, though shrunken, continued to come 
from England, and in the two years ending 
March, 1892, belated investors sent over $35,- 
000,000 to Australian banks for fixed deposits, 
which remain as fixed as Lot's wife looking 
backward. The public borrowing power, how- 
ever, had failed, and as deficits rolled up the 
taxing power soon proved equally unproductive. 
Things rapidly shaped for a panic of the first 
magnitude. Forty of the mortgage and invest- 
ment companies went to pieces and their assets 





380 THE BANKING 


have so far yielded about one per cent. on the 
dollar. 

In six months, 20 institutions in New South 
Wales, involving $30,000,000 of capital, went 
under, and up to May, 1892, various financial 
companies in the Colonies, involving over $125,- 
006,000, also went down. These were not 
banks, but building, land, loan and finance 
companies upon whose securities the banks had 
loaned. The banks then began to topple—not 
small banks of the Zimri Dwiggins’ order, but 
great heavily capitalized institutions of the 
English and Scotch model. In the fall of 1892, 
the Federal bank passed its dividend and wrote 
off its reserve fund, and the Commercial Bank 
wrote off $1,500,000 and reduced its dividend. 
The panic began when in January, 1893, the 
Federal Bank closed its doors, and it extended 
when the Commercial Bank failed with its 30, - 
000 accounts, its $30,000,000 of time depcsits at 
high rates and its $30,000,000 of home money. 
The balance sheet of this bank on June 30, 1892, 
showed the item of bank premises and furni- 
ture at $2,250,000. Fourteen banks went down 
in arow, locking up $130,000,000 of English 
money, a large portion of which naturally and 
commercially belonged to the various forms of 
investment offered by this country. 

The principle of co-operation was wholly ab- 
sent from the Australian banks in their hour of 
trouble. They had an alliance to increase their 
rate of interest in 1888 to stimulate the British 
public to send out more money, but this bond 
proved to be a rope of sand when the Federal 
and Commercial banks failed, and then followed 
a sudden loss of confidence in the rest of the 
banks. Indeed, their condition was probably 
beyond the power of co-operative help. There 
was too much of a vacuum caused by shrunken 
land booms and demoralized building specula- 
tion to be overcome by any device like our 
clearing house certificates. 

The resemblance of the Australian condition 
to the American panic of 1839 did not escape 
attention. Lieut. Col. Templeton acting as 
chairman of a meeting of the shareholders of 
one of the numerous finance companies, the 
Mercantile Finance Trustees and Agency Com- 
pany, called to see if damages might be re- 
paired, held in his hand a copy of ‘‘Commercial 
Crisis in the Nineteenth Century,” from which 
he read the following, respecting the panic of 
1839: 

“‘Those who had lent on lands or other es- 
tates, or had invested in the shares of American 
banks, saw their fortunes swept away at a 
stroke. American credit in England received a 
blow from which it took a long time to revive, 
and English literature was enriched by some 
scathing diatribes against American rascality 
and breach of faith.” 

The colonel suggested that if ‘Australian 
credit in 1892’ was substituted for ‘American 
credit in 1839,’ it would describe the situation, 
but a protesting shareholder exclaimed, ‘It is 
not quite so bad as that by a long way.’ In the 
year 1893 the shareholders doubtless entertained 
a different view. 

How stands the public debt of the colonies? 
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Victoria has managed to borrow mere than 
$250,000,000 and New South Wales about $250, 
000,000, and both of them are short in revenue 
to meet their fixed charges. The paternalistic 
government enterprises have proved most un- 
profitable, and the industrial development, al- 
ways circumscribed in extent, has received e 
sudden check. A London newspaper prints a 
picture of a large steamer carrying emigrants 
from Australia to Patagonia. 

There is in process a dispersion of the float- 
ing population that was attracted to Australia 
by the period of lavish expenditure, It is mov- 
ing back to England, or to South Africa and to 
South America. A black frost seems to have 
smitten the country and there is an entire ab- 
sence of visible recuperative power. The public 
revenues have fallen off to such an extent, that 
without credit abroad and with distrust at home, 
the ability of the colonies to pay their heavy 
Maturing claims is seriously doubted. As our 
correspondent says: ‘‘The break-down, the im- 
poverishment, the distrust, are so complete, 
that the spectacle is of its kind quite enough for 
a lifetime.” 

If the Australians were without the resources 
of co-operation they were not without fore- 
thought and presence of mind. The Victoria 
Government in 1892, by the Companies’ Act 
amendment, passed a law providing that if 
three-fourths in value of the creditors of a bank, 
present either in person or by proxy or attorney, 
shall agree toany arrangements or compromise, 
such agreement shall be binding on all creditors 
subject to the sanction of the courts. Simulta- 
neously with the announcement that the Com- 
mercial Bank has suspended came an elaborate 
prospectus of reconstruction, by which one- 
third of the deposits was to be converted into a 
preference share capital of $15,000,000 and two- 
thirds in a five-year loan. As liquidation and 
tremendous present loss formed the alternative, 
it was apparently wiser for three-fourths in 
value of the creditors, acting in person or by 
proxy, to accept the proposition. So the Eng- 
lish owners of $30,000,000 of deposits have a 
fairly permanent investment in this enterprise. 
This deposit scrip is to be listed on the Stock 
Exchanges and quoted in the daily markets, 
and as there are no stocks in Australia outside 
of the funded stock for Governments, the specu- 
lator is already looking for a new field of activ- 
ity in buying and selling reconstructed bank 
deposits. The panic in Australia was followed 
by a maze of reconstruction schemes of the 
broken banks, in all of which the depositors be- 
came holders of shares of capital or of deben- 
tures. To hasten these schemes the depositors 
were promised a larger return of interest as co- 
partners in the new enterprises than they re- 
ceived before as customers, and as the assets 
of the various banks were entangled with lead, 
mining and building operations, there was no 
choice but to go on and have hope. 

In this country, when a bank fails, the 
thought is to pay the depositors as speedily as 
possible, and the instances are very rare where 
the creditors are asked to become partners in a 
reconstructed institution. Of nine great banks 
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in Australia, the amount due to depositors ex- 
ceeds $300,000,000, of which sum more than 
$250,000,000 are fixed deposits, and of this sum 
$85,000,000 is due to British investors. The 
fate of these fixed deposits interests us most, 
Their treatment varies, but the final payment 
is deferred in most cases into the twentieth 
century. For instance, the great Commercial 
Bank of Sydney will pay, or promises to do so, 
its fixed depositors at the expiration of five, six, 
seven and eight years from the date when the 
principal was payable by the old bank, the 
claims to draw 4% per cent. payable semi- 
annually, with the option of the creditors to 
take 4 per cent. debentures, or what is called 
‘negotiable inscribed deposit stock,” bearing 
4 percent. The Bank of Victoria compels the 
creditors to take one-fifth in amount in prefer- 
ence shares, at 5 per cent interest, with the 
option of deposit receipts, payable in 1905, in- 
terest for seven years to be at 4% per cent 
and for five years at 4 per cent., or 4% per 
cent. deposit receipts, payable June 12, 1900. 
Some reconstruction schemes compel creditors 
to accept preference shares to the extent of one- 
third or one-quarter of their deposits. The 
general treatment of the fixed deposits severely 
taxes the patience of those who may need the 
money. The new obligations of the banks uni- 
formly bear 4% per cent, interest. No one 
clearly sees how the banks are to meet such a 
heavy charge for deposits, in the face of the 
glut of money, the restricted use of it that fol- 
lows a panic, and the practical liquidation of 
assets that must proceed. Moreover, the calls 
upon shareholders of the reconstructed banks 
will amount in six years to over $30,000,000, 
and $7,000,000 of this must come from the un- 
fortunate British investor, who preferred bank 
shares to the high rate interest bearing fixed 
deposits. This process of sending good money 
after bad may not strike an American as de- 
sirable, but the endurance of the British inves- 
tor is not fully understood in this country. In- 
deed, inasmuch as the reconstruction schemes 
have the sanction of the courts, whose decis- 
ions make terms for the minority in interest, 
the British fixed depositors’ money is so locked 
up that the British shareholder in the bank in 
which it is locked can calculate upon its use tor 
a longer time than he has to pay instalments 
upon his shares. 

The singular and novel action of the govern- 
ment of New South Wales is worth mentioning. 
It is a method of relief hitherto unknown. The 
bank notes payable on demand already issued, 
to be issued or re-issued, were made a legal 
tender, and when the Sydney banks suspended 
the Government agreed to an issue of $10,000,- 
000 of Treasury notes to pay off 50 per cent. of 
the demand claims of depositors. Inasmuch 
as the British claims were time contracts, this 
legislation created a preference in favor of home 
creditors and made their claims, which the 
Government assumed in part, the first charge 
upon the assets of the broken banks. This has 
naturally increased the disgust of the English- 
man with his patriotic desire to develope the 
colonies, and his reflection doubtless is that he 
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could have fared no worse in America. In 
Victoria the law makes him a shareholder or 
debenture owner in a_ reconstructed bank, 
whose assets, intermingled with collapsed land 
and building booms, have not been either ex- 
amined or appraised, and in New South Wales 
he has to fall in behind the bank note and the 
government treasury note charges against the 
assets of the bank where his money was de- 
posited. The Western farm mortgage has never 
dipped as low as that. 

The food for reflection contained in the his- 
tory of the Australian panic should not be lost. 


JOSEPH C, HENDRIX 


The imagination is dazz'ed by the splendor of 
the era that must have followed the resumption 
of specie payments in this country had we clung 
to a standard of value and promptly crushed 
out the false finance of the silver producer and 
the fiat money apostle. The Bland act, follow- 
ed by the Sherman act, with a free coinage 
party never idle in Congress, drove away the 
foreign capital that Australia has since squan- 
dered, and this distrust of Europe in our ability 
to keep upona gold basis came so vividly home 
to us when the free gold in our Treasury fell 
below the point of fixed reserve that our own 
people caught the infection of distrust. 

No one could tell how fast the remainder of 
gold stock would disappear. Every sign point- 
ed to a steady drain, and the European holders 
of our securities to the extent of probably a 
thousand millions had our gold supply at their 
mercy. Large holders of cash or its equivalent 
began to get their money into gold or its repre- 
sentative and to use safe deposit vaults instead 
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of banks. The day of judgmentin our finances 
seemed at hand. The apparition of the 60-cent 
dollar frightened the savings bank depositors. 
That large class, which sees no monetary 
system beyond the banks, began its steady 
withdrawal of deposits. Fluid cash was sponged 
up withamazing rapidity. It disappeared from 
the channels of commerce like water running 
into dry sand. The National banks from May 
4 to July 12 lost $193,000,000 of deposits, Sav- 
ings banks, State banks, trust companies and 
private banks—that great collection of financial 
institutions from which we get no adequate or 
uniform concentrated reports—lost in the same 
proportion. A general suspicion of the condi- 
tion of the banks did not seem to control the 
withdrawals. The future of the money of the 
country was suspected instead, and the feeling 
seemed to be to corral and mass in hiding all 
of the present money that individual ownership 
could control. All kinds of money were hoard- 
ed. We began to think about ourselves just as 
the foreigners for years had been thinking 
about us. 

Banks cannot do business without deposits, 
and the heavy drain ot cash caused numerous 
failures. In the eighteen years from 1873 to 
1890, the annual average failures of National 
banks has been 6%. In 1873 only 11 National 
banks failed. This year there were 155 failures 
among National banks. In the thirty years of 
the National banking system, up to October 31, 
1892, there were but 181 failures. The Comp- 
troller of the currency reports that since Janu- 
ary tand up to September of this year, 560 
State and private banks have failed. The 
National banks which had failed had liabilites 
amounting to $71,496,383. One-half of these 
banks have resumed, indicating that insolvency 
was not the cause of their failure. The statis- 
tics as to State and private banks cannot be put 
forward with confidence. In the following 
table, as prepared by ‘'Bradstreets,” it appears 
that the total liabilities of all the banks which 
failed were $166,131,618: 


Failed. Liabilities. 
151 National Banks...... dneebeceornindecneate $71,496,383 
171 Private Banks 
164 State Banks 
45 Savings Banks 
12 Loan and Trust Companies.............. 
6 Mortgage Companies 


1055175404 
345755-268 
16,234,563 


22, 338,c00 
549 $166,131,618 


It is a curious fact that in the sections of the 
country most fertile in financial heresy and 
most prolific of legislation inimical to banking 
and money lenders, the bank failures have been 
largest. Kansas leads the list in the number of 
failures. West of Pennsylvania the suspended 
banks owed $108,000,000, while east of Ohio 
their liabilities were less than one-fifth of that 
amount. In striking contrast to the collapse of 
the Australian banks to which the savings of 
the English middle class were so freely sent, is 
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the fact that the liabilities of the American 
savings banks which failed in the panic of 1893 
were but nine-tenths of 1 per cent. of the total 
of the liabilities of all the savings banks. The 
liabilities of the National banks which failed 
were about 4 per cent. of the total deposits of 
such banks, the liabilities of the State banks 
were about 5.3 per cent. of the total deposits of 
such banks, and the liabilities of the private 
banks were about 20 per cent. of the total de- 
posits in private banks. 

So many banks have resumed and so many 
others are considering resumption. that the 
final loss to depositors will be small, and as 
compared to the Australian disasters, positively 
not worth mentioning. Indeed, no such recon- 
struction schemes, asare familiar in the colonies, 
involving the transference of depositors’ claims, 
partly into banking shares and partly into long 
time debentures, would be tolerated in this 
country. We required no new remedial legis- 
lation for depositors in broken banks, and no 
one ever thought to look at a bank-note to see 
if the bank that issued it had failed. 

The principle of co operation has been vin- 
dicated afresh in this panic. The associated 
banks in clearing-house cities made common 
cause of the disaster and not only protected 
each other and their customers, but proved a 
tower of strength to the whole banking 
system of our country. They have demon- 
strated that by co-operation the banks of this 
country have a resource of power superior 
to that which legislation can confer, and 
that this power exceeds any possible leg- 
islation in protecting the interests of the 
bank creditors. It keeps watch over weak 
banks, supplies deficiencies in resource to sol- 
vent banks under attack and speedily liquidates 
where liquidation is necessary. The splendid 
generalship of the clearing house committee in 
New York city commands unqualified praise. 
This group of skilled bankers bravely faced the 
storm, and uttered no note of discouragement 
in the darkest hour. The New York bank re- 
serves went down to $16,545,000 below the legal 
point, and currency payments were practically 
suspended, but each day, at high noon, this 
committee was in council, keeping a_ brave 
heart and steadily guiding the banks of the 
whole country, conscious that a false step or 
failure might precipitate the suspension ot gold 
payments by the government and the collapse 
of the financial machinery of the land. The 
promptness with which the device of ciearing 
house certificates was adopted was a most im- 
portant check to the wave of disaster. The cer- 
tificates were freely issued, and although on 
September 23 there was a surplus of reserve of 
over $17,000,000, they were ungrudgingly con- 
tinued and will be until the last sign of danger 
is past, 

The whirlwind which has affected so many of 
our banks has proved the severest test to which 
they have been subjected in modern times, and 
that they have as a body come out of the storm 
so trim and sound will be the topic for admiring 
observation for many years. The national 
banking system has shown afresh its splendid 
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capacity for meeting the popular wants, and its 
shortcomings are due to the ignorance and nar- 
rowness of the legislation that binds them and 
limits them, and not to their management. The 
whole banking system of our country is likely 
to be reconstructed in the near future. It is 
time that out of the ripeness of our own type of 
industrial civilization there should be developed 
a system that will have the character of per- 
manence, stability and elasticity. Reason should 
cut away the straight-jackets into which bank- 
ing legislation confines its offspring. No coun- 
try should be punished by a system which, in 
times of panic, must find in itself, through its 
own devices, a way to supply the deficiences of 
law and in doing so, to defy law. Sucha time 
as we have just experienced shows that safety 
in banking may make the infraction of law a 
necessity. This is not a condition which bank- 
ers can tolerate. There are some legislators 
who cannot understand why impaired reserves 
and suspension of currency payments should 
not mean to a bank at any time instant dissolu- 
tion, but practical experience enforces a lesson 
that must ultimately penetrate their intelligence 
that good banking keeps the finaacial machinery 
at work in times of great panic by cutting the 
knots of red tape and that, when public safety 
requires it, there isa higher law, that of self- 
protection and the defense of sacred trusts, that 
dictates the conduct of great banking interests. 
The common sense of depositors does not expect 
that banks possess ability to reduce their assets 
to liquid cash under the whip of a panic, or that 
they will withhold relief from their reserve to 
thirsting and starving commerce and add force 
to the disaster raging about them. The power 
of combination to protect and defend bank prop- 
erty and depositors’ interests in days of panic, 
presses home to legislators the impotency of 
their multiform restrictions which, if obeyed in 
1893, would certainly have smashed the finan- 
cial machinery of the whole country. The bank- 
ing system that is not built to ride the storms of 
panic does not properly belong to this country 
or this age and it becomes the duty of bankers 
in the United States to follow approaching legis- 
lation with a keen intent to seek that the work 
of a lifetime and the accumulations of years of 
patient industry shall not, in the hour of a great 
shock to credit or of financial convulsions, be 
placed in special peril by reason of strangula- 
tion in the leading strings of narrow-minded 
regulation. In the struggle for life no man 
wants his hands or feet bound. In dealing with 
panics no banking system should find itself so 
tied up that it cannot be free to act in self de- 
lense, 

We have thus imperfectly outlined for obser- 
vation and not specially for contrast, the panics 
of two countries that lie far apart on the path of 
the world’s travel, and the evident conclusion is 
that the essential soundness of commercial con- 
ditions in our republic has been so demonstrated 
that, as Englishmen view the Argentine and the 
Australian collapse, they will be disposed to 
await with impatience an opportunity to come 
back to us with their surplus capital. That hour 
will strike when our national finances are in line 
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with the experience of all the civilized nations. 
The stinging lesson of the panic of 1893 is 
an old one. It is simply that ‘‘Honesty is the 
best policy.” It is because the world believed 
that we had lost sight of this old principle that 
English capital was drawn out of our very vitals 
when we needed it and was thrown at the heads 
of the Australians who did not know how to use 
it. With complete submission to the stubborn 
truth which all through life convicts conscience 
and convinces judgment that in all of our deal- 
ings we must maintain good faith if we would 
prosper, our nation may now, by heeding the 
lessons of 1893, gird itself for a new era, which 
will be made glad by the confidence which, if it 
deserves, it will receive. 


Following Mr. Hendrix, Horace White 
of New York spoke upon the subject of 
‘* An Elastic Currency.” Mr, Lyman J. 
Gage, of Chicago, was then invited to 
the platform, and made a short, im- 
promptu address, which was listened to 
with great attention. One idea that 


Mr. Gage clearly portrayed was the de- 
lusion on the part of many people that 
the bankers of the country were all in- 


volved in a conspiracy to advance their 
own interests and injure the general 
body of the people. Mr. Gage showed 
that the individual banker in any com. 
munity was the one looked to for ad- 
vice and respected by ail; yet, when the 
individual banker assembled in conven- 
tion, his character was supposed to 
entirely change, and he became a con- 
spiring demon. The way in which Mr, 
Gage showed the absurdity of such a de- 
lusion, can only be appreciated by those 
who heard him. In closing, Mr, Gage 
extended a hearty welcome to the mem- 
bers of the convention on behalf of the 
bankers of Chicago. 

The following papers by gentlemen 
not present were then handed to the 
secretary for official publication, and 
their reading was omitted. 


“The American Bankers’ Association; its origin, 
its Work, and its Prospects;’’ Sidney Sherwood, Ph.D. 
Baltimore, Md. 
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‘* The Silver Question as Related to the Appreciation 
of Gold;”’ Hon. E. O. Leech, New York. 

“Is the National Banking System of any Berefit to 
the Country and should it be Preserved and Perpetu 
ated?” James H. Tripp, Marathon, N. Y. 


The convention was then addressed 
by Frank C, Dillard of Sherman, Texas, 
upon the subject of ‘‘ Money;” and by 
George E. Leighton of St. Louis upon 
‘*The Need of a Comprehensive Cur- 
rency Reform.” 

The report of the nominating com- 
mittee upon officers for the ensuing year 
was then presented and adopted. The 
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new president is M. M. White, of Cin- 
cinnati; the first vice-president, J. J. P. 
Odell, of Chicago. 

A resolution of thanks to the people 
of Chicago was adopted; and a further 
resolution thanking the bankers of New 
York for their skillful exertions during 
the last six months in upholding the 
credit of America. 

The new president, M. M. White, was 
then introduced, and after a few brief 
remarks thanking the convention for 
the honor conferred upon him, the con- 
vention was declared adjourned. 


STATE BANK DEPARTMENTS AND REPORTS. 


IOWA BANK REPORT. 


The Annual Bank Report of Hon, C. 
G. McCarthy, Auditor of State, issued 
September 8th, showing condition of 
state and savings banks June 30, 1893, 
has been received. During the year, 
there was an increase of 81 of these 
banks, the largest for any year in the 
history of the state. Four banks sus- 
pended during the year, the principal 
cause being bad management on the part 
of the officers. The fact that only four, 
out of 325, barks succumbed during the 
late trying times, is pointed to with 
pride by the auditor. Mr. McCarthy 
makes the fo. lowing 


RECOMMENDATIONS. 


*‘The experience of the past few 
months has forcibly suggested that the 
law relating so the organization and 
management of the so-called state banks 
is’very incomplete, and should be re- 
vised and improved. 

The law governing savings banks is 
reasonably full, and needs comparative- 
ly little revision. 


I respectfully beg leave to make the 
following recommendations: 


1. The liability to the bank on the part 
of an officer or director thereof should 
be limited by law. 


2. An examining committee, whose 
duty it is to examine the affairs of the 
bank at least once a quarter, should be 
provided for. 

3. All loans to directors or bank offi- 
cers should be passed upon by the board 
of directors and their action made a mat- 
ter of record; and no loans should be 
made to an officer or director except 
upon same security as that required of 
other borrowers. 

4. A minimum cash reserve should be 
fixed by law. 

5. Investments in real estate for use 
of the bank should be limited. 

6. The stockholders should have 
power to levy an assessment upon the 
stock in order to prevent the impairment 
of the capital when such impairment is 
threatened.” 





